
No. 107l-Admn./302— 27. 

OmCE OF THE AUDITOR GENERAL IN INDIA. 


,From 

To 


Sm FREDERIC GAUNTLETT, K.B.E., C.I.E., I.C.S., 

Auditor General in India, 

The SECRETARY to the GOVERNMENT or INDIA, 

Finance Department. 


Dated Delhi, the 26th July 1927. 
\ 

Subject ; — Afyn ' O'priation Rejiorts for the year 1925-26. 

Sir, 


I have the honour to forward Jierewitli for transmission to the Secretary 
of State for India, through the Governor General in Council, copies of 
eacli of the reports, as detailed in the accompanying schedule, prepared by 
the respective Audit and Accounts Officers, oi^thc accounts of 1925-26 of the 
various Governments in India, together with ra'o- copies of each of my letters 
to the Government of India and to the respective provincial Governments 
containing my comments on these reports. I also offer for communication 
to the Secretary of State the following further comments of a general 
nature : — 

* ‘ \ 

I.— Changes in the form o£ the report, 

2. In para. 2 of my letter forwarding the Appropriation Reports for 
1924-25, I stated that the changes suggested by me for the amplification of 
the Indian Appropriation Reports on the lines of the report prepared by the 
Comptrollel and Auditor General in England has been accepted by the Cen- 
tral Public Accounts Committee and by the Government of India and that 
the Appropriation Accounts of the Civil transactions of the Government of 
India for the year 1924-25 had been prepared accordingly. In para. 3 of 
the same letter I stated that the question of introducing similar changes in 
the Audit and Appropriation Reports of the Provincial Governments was 
under their consideration and that some of these changes had been accepted 
by the Governments of Bengal and the United Provinces. The extent to 
which the effect has since been given to my suggestions by the several Gov- 
ernments has been fully described in paras.’ 2 and 3 of my letter No. 795- 
Admn./41-27, dated the 1st June 1927, forwarding the Audit Reports on 
the accounts of 'the Governments of Madras, Bombay, Burma, Bihar and 
Orissa and Coorg for the year 1925-26. The Appropriation Reports for 1925- 
26 on the accounts of the Government of India and of the Governments of 
Madras. Bengal, the United Proyinces, the Punjab, the Central Provinces, 
and Assam have been generally prepared on the new lines, ivhile Reports on 
the accounts of the. Governments of Bombay, Burma, Bihar and Orissa and 
Coorg have been-prepared on the lines of previous Reports. 

' 3. It will be noticed that the Reports which have been prepared on the 

new lines — except in the case of the United Provinces where a. nomenclature 
similar to that of the British Report has been adopted — ^have been described 
as the “Audit and Appropriation Accounts” of the Governments and of the 
Departments pf the, Government of India concerned and that this nomencla- 
ture differs from that used in rule 15 of the Auditor General’s Rules. In 
“■Ins connection a reference is invited to paras. 4 and 5 of my letter dated the 
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1st June 1927, in wliich T sufrjTcstcrl <lic necessity of /imcncHng the wording 
of rule 15 of the Auditor Gcuenil’s llules. 1 uiii of oj)inioii Unit the llcport 
intended for presentation to the Public Accounts Goniniittee should he des- 
crihod us the “ Ajipropriution Accounts of the ' . 

(I{i»\c*rnnif Ilf nr |!'|nrtmept of tli^ 

and the I’eport of Ihe (hereon”, mid thal (his 

f»o\rrnim'Uf rnurrrnnl) Onicit uihM'rn<^!)^ i i i • • 

l)ublicaiion alojio slioulrl* 1 h! rogiirded ns (lie “ Antli(, nnd Inc A pprnjiriation 
Jleports” for the juirpose of rule 15 of (he Auditor rieneral’s llules and the 
“Audit and Appropriation Acconnls” reCern'd to in ihc resjKudivo Legislative 
Hides. 

This title is too long for general n.se, and in this letter I shall refer to 
all the Heports now forwarded as Appropriation Hoports while (he Heports 
which were forwarded with inv letter No. 795-Adinn./d1-27, dated (he 1st 
June 1927 will he described as Audit Rcjiorts. 

li.— Central Finance. 

4. This year also T do not propose to attempt a review of tlic general 
financial po.sition of the Government of India. 

5. Loan tvansficiiona hetweru Ihr CnitrnJ und Provincial Gnccrmnvnts^. 
— For the pnrpo.se of concentrating all loan transactions between (he Central 
and provincial Governments in a self-contained neeonnl. independent of the 
general debt account of the Central Oovernmont, and with (ho further object 
of formulating the terms and conditions on which sneh operations would he 
conducted in future, a fund entitled the “Provincial T,oans Fund" has been 
established with effect from 1st April 1925. The main principles on which 
the Fund ojicrates and the wnrkiiur of the Fund during 1925-20 have been 
described in paragraph 22 of the Appronriatinu Report on the Civil tran- 
sactions of the Govcnimeiit of India in 1925-20. 

m.— Provincial Finance. 

[Notk. — I n nil fi«b«oquont parn^rajihs fiRuros relating to inon>'y, which ii])poar witliout 
tiic “ Rs. ” symliol heforc tlioin, roprc.scnt tlion^aml'! of ruj)t‘(“!, i)nlc'-‘< stf.twl otlicrwixe.j 

0. Comparison of the rerenne and r.rpeuditiire acroiiuts of the provincial 
Governments . — The following table prepared from the I'inanec and Revenue 
Accounts brings together the revenue and e.xpeuditnre accounts of the .several 
provincial Governments during 1924-25 and 1925-20. The figures do not 
agree in all cases with those given in the A])i)roprialion Reports, a.s all pro- 
vincial Accountants General did not follow the same method in exhibiting 
these figures in their Reports. 
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.The figures in the columns under “Revenue” in the above table represent 
the net revenue of the provincial Governments, after 'payment of the contri- 
butions due to the Central Government under rule 18 of the Devolution Rules 
and after completion of the miscellaneous adjustments between the Central 
and provincial Governments. The contributions in the year under review 
came to 6,20 lakhs. The figures in the columns under “Expenditure” in- 
clude the balances transferred to the Famine Insurance Fund under Schedule 
IV. of the Devolution Rules. 

Column 8 of the table shows that, during the year under review, there 
were deficits in Bombay, the United Provinces, Burma and the Shan States 
and column 9 indicates that, as compared with the _year 1924-25, the financial 
position has improved in the case of the Governments of Madras, the United 
Provinces and Bihar and Orissa only, the improvement being very marked 
in the case of the Government of hladras, whereas the financial position of 
other provincial Governments deteriorated. 

Column 10 of the table shows that the revenue deficits of the quinquen- 
nial period ending 1925-26 were highest in the case of the Governments of 
the United Provinces,. Burma and Bombay in that order. Tlx- two former 
were also the worst for the period ending 1924-25. 

7. Borroioiiigs of pro 1071 rial GocernmevU (hiring 1925-26. — Funds were 
borrowed by most provincial Governments in 1925-26 to meet capital expen- 
diture on irrigation and forest works, industrial development and perma- 
nent works of public utility and to finance the transactions on account of pro- 
vincial loans and advances. 


The loans taken from the Provincial Loans Fund amounted to ; — 

By the Govermnent of Madras 

88,61 

if 1) 

Bombay . . ..f 

, . 0,58,00 

a n 

Bengal 

23,50 

ff f* 

United Provinces 

.. 1,99,53 

29 if 

Central Provinces 

13,00 


and loans to the extent of 73,42 wore raised in the open market by the Gov- 
ernment of the Punjab. 

8. Discharge by the 'jirocincial Governments of loans tahen from the 
Provincial Loans Fund .. — The following amounts were repaid by provincial 
Governments against advances outstanding against them on account of the 


provincial loan account undei' 

Devolution Rule 23 : — 


Madras 

.. 

9,50 

Bombay 

.. 

29,74 

United Provinces . . 

.. 

25,00 

Bibar and Orissa . . 

' ’ , • . . . ^ 

25,45 

Central Provinces . . 

- • • • • • 

21,82 


In addition to the above, the following amounts were paid by local Gov- 


ernments in discharge of the outstanding balances of advances 
Devolution Rule 25 ; — 

taken under 

Madras . . 

20,77 

Bomba}' 

44,78 

Bengal . . 

4,93 

Punjab . . 

1,31 

Central Pro\dnce3 . , 

3,06 


9. Pi'Ovincial Dalcinccs. — The movements of provincial balances during 
the j^ear 1925-26 are set out in the following statement 



opening 

Closing 

Reductions — 

Gov menti. 

balance. 

balance. 

Increases -b 

Madras . . ’ 

30,50 

1,44,48 

-H,l3,92 

Bombay 

0,08,17 

7,33,09 

-1-05,52 

herigal . : 

l,!)3,lh 

2,38,27 

-f 44,30 

United Provinces : ; •- • • 

75,13 

52,49 

—22,04 

tutijal) 11 « . * • * • 

1,41,23 

2,08,11 

4- 1,20,88 

Burma . . w . 

2,79,47 

1 2,43,20 

—30,27 

iSliin Stales Federation 

20,13 

> 25,48 

—05 

Bihar and Orissa 

2,02,18 

2,24,37 

-f 22,19 

Central Provinces 

2,44,75 

2,29,30 

—15,39 

Assam 

44,03 

05,32 

+ 21,29 

Coorg 

1,98 

3,02 

+ 1,04 


In determining the true financial position of the provinces, the follow- 
ing facts must be taken into consideration. 

The closing balances include the balances of the Famine Insurance Fund 
on 31st March 1926 as noted below : — 


Madras. . 
Bombay 
Bengal . . 

United Provinces 
Punjab . . 

Burma . . 

Bihar and Orissa 
Central Provinces 
Assam . . 


21,42 
1,05,32 
10, CS 
30,20 
14,00 
2,98 
56,24 
1,51,49 


The closing balances in Madras, Bombay and the United Provinces in- 
clude the unexpended portions of the advances obtained from the Govern- 
ment of India, amounting to 24,13, 82,35 and 47,29 respectively. . 

In Bombay, the United Provinces and Burma, the closing balances in- 
clude the unspent balances of the Bombay Development Loan of the United 
Provinces Development Department Loan, and the Eice Control Profits, 
which amounted to 70,15, 1,85,98 and 2,95,62 respectively. 


If these balances be excluded the true unallocated revenue balances of 
each Government are : — 


Madras . . 

• • • 

•98,89 

Bombay 

• • ■ > 

3,85,87 

Bengal 


. 2,27,59 

United Provinces 


. . —2,10,98 

Punjab 


2,54,11 

Burma 


—55,40 

Shan States Federation 


25,48 

Bihar and Orissa 


1,08,13 

Central Provinces 


• 77,'87 

Assam 

» « • • 

04,77 

Coorg 

- • ■ ■ 

3,02 


Thus the financial position of the United Provinces and Burma is by 
no means as satisfactory as would appear from the ostensible balances. 
Since the end of the year under review, however, the Secretary of State has 
accepted the view of the Government and Legislature of Burma that the 
Eice Control Profits may be merged in the general Government balances. 


IQ. ' Remission of Provincial Contrih^ition . — The amounts remitted by 
the Governor General in Council under rule 18 of the Devolution Eules, in 
1926-27 and 1927-28 are stated below as they liave an important bearing on 
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the future development of the financial position of the provincial Govern- 
ments concerned : — - 


Contributions 

paj'nble 


Remissions 


Es. 

3 . 48 . 00 . 000 

50 . 00 . 000 

03 . 00 . 000 

2 . 40 . 00 . 000 

1 . 75 . 00 . 000 

04 . 00 . 000 

22 . 00 . 000 

15 , 00,000 

The annual contribution of Rs. 12,000 j^ayable by the Government of 
Coorg, to the Central Government under rule 7 of the Coorg JDevolution 
Rules has been remitted for the year 1927-28. Only a portion of the sums 
sliown in the last column represent permanent remissions. 


iladras 

Bombay 

Bengal ^ . . 
United Provinces 
Punjab 
Burma 

Central Provineea 
Assam 


102(i-27 

Es. 

1 , 82 , 81,000 

28 , 00,000 

03 , 00,000 

89 . 15.000 

89 . 27.000 

13 . 77.000 


102 ; - 2 ^. 


E. 

1 , 05 , 19,000 

50 . 00 . 000 

03 . 00 . 000 
■ 1 ,- 50 , 85,000 

85 . 73.000 

50 . 23.000 

22 . 00 . 000 

15 , 00,000 


11. Financial , condition of the Provinces . — The financial situation of 
the different provincial Governments has been dealt with in detail in the 
reports prepared by the various Accountants General, and, in my letters 
forwarding these reports to the Governments concerned, I have added 
whatever comments I have deemed necessary. I shall, therefore, make here 
only a few i-emarks of a general nature in regard to the position in each 
province. 

MADRAS. 


12. There was a marked improvement in the revenue position of the 
Government of Madras in the year under review, the accounts of 
which closed with a surplus of 98,37 against a deficit of 29,47 in 
the preceding year. This improvement was mainly due to the 
remission of 1,26,02 in the Provincial contribution and to certain 
extraordinary receipts amounting to about 40,00f Further remission 
of contributions will improve the revenue position considerably in 
succeeding years but the normal growth of expenditure appears to be greater 
than the normal growth of revenue of the province, while there is no great 
prospect of immediate improvement of I’evenue from extraordinary sources. 

BOMBAY. 


13. From 1922-23, the position of the Bombay Government has. been 
deteriorating year by year. In 1922-23 the surplus was 64,03, in 1923-24 
it came down to 29,37, in 1924-25 the surplus was further reduced to 26,61, 
while in the year under review the province closed with a big deficit of 91,34, 
in spite of the remission of 22,00 in the Provincial Contribution. The 
position is expected to become worse in the following years, even with the 
full remission of the provincial contribution, owing to a further growth 
of expenditure with no improvement of the revenue. Arrangements have 
Pot yet been concluded for the repayment of the loans taken from the Pro- 
vincial Loans Fund since 1921-22, but any scheme for repayment must 
necessarily throw a further heavy burden on the ordinary revenues. The 
financial position of the Government, therefore, appears to be very serious. 

BENGAL. 


14. .The steady improvement in the revenue balance of Bengal since 
1922-23 was not maintained during the year under review. In 1925-26, 
the revenue surplus was 39,54 which was 18,68 less than the surplus in 
1924-25. 

'Fhere is no prospect of any special improvement in the revenue position 
of the province in the near future except that the Famine Insurance Fund 
will probably reach the statutory maximum at the end of 1926-27 and it will 
then be optional to the local Government to suspend temporarily the annual 
assignment to the Fund. 



UNITED PROVINCES. 

15. Every year since the inauguration of tlie Reforms the I'evenue 
account of tlie United Pi’ovinces has closed with a deficit balance, the deficits 
in 1921-22 to 1924-25 being 1,47,87, 64,93, 16.36. and 42,96. In 1925-26 
there has been a little impi'oveinent, the accounts having closed with a 
deficit of 30,75. 

The decision of His Excellency the Governor, referred to in para- 
graph 15 of my letter forwarding the Appropriation Report for 1924-25, 
that certain expenditure on protective li-rigation Works and the Sarda 
Canal projects, and also interest payable on the capital outlay in respect 
of some productive canals, should he met from the Famine Insurance Fund, 
continued to have effect in 1925-26. 

In accordance with that policy a sum of 59,00 Avns treated as a charge 
against the Famine Insurance Fund assignment and against the accumu- 
lated balance of the Fund. But for the utilisation of this amount from the 
Famine Insurance Fund and of a sum of 56,17 obtained by i-emissic.u of the 
Provincial Contribution the deficit would have gone up to 1,45.05. As 
compared with 1924-25 the revenue was Ijcttcr by 29 lakhs Avhercas the 
service expenditure met from revenue, excluding the provincial contribution, 
increased by about 75 lakhs. Loans will have to be obtained in the near 
future to meet the-commitments on Irrigation capital outlay, reconstruction 
of roads and construction of |)olicc buildings and the interest and amortisa- 
iion charges on these loans will constitute an additional burden on the 
revenues. It must be remembered that the balance of the Famine Insurance 
Fund is nearly depleted and very little will be available therefrom for ex- 
])enditure on protective irrigation works and interest charges in accordance 
with the policy mentioned above. Very large remissions of the provincial 
contribution haA'e been made in 1926-27 and 1927-28 but oven so care will 
have to be exercised in the use of the.se remissions if the finances of the 
Government are to he placed on a satisfactory basis. 

PUNJAB. 

16. The ])osition is .so favourable that any detailed .analysis is unnece.s- 

sary 

BUIUIA. 

17. The financial position of the Burma Government has been summar- 
ised in paragraphs 41 to 44 of the Biuana A])|)roi)ri!Uion Report. As how- 
ever, a separate report on the financial ]iosifiou of this Goveinmcnt is being 
.submitted to the Secretary of Slate. J i-efrain from making any furtiiei- 
comment in this lettei'. 1 .shall deal with this matter in my letter' forward- 
ing the next Reports. 


SHAN STATILS FEDEPATION. 

18. In the statements giAam in paragraphs 6 and 9. ahoA-e tlie figures 
relating to the Burma Government proper and those relating to the Shan 
States Federation have been shoAvn separately. I have no sjjwial comments 
to ofier in regard to the financial position of the Federation. 


BIHAR AND ORISSA. 

revenue account of the Government of Bihar and Orissa, for 
.-"5-26. closed with a surplus balance of 24,01 against 23,41 in the preced- 
ing }^ar. 1 here Avas practically an improvement of 20,60 in the revenue 

posinon year under revieAv OA^er that obtained in the iircceding year, 

as a sjim pf 20 00 Avas paid in advance during 1925-26 toAvards the liquid'ation 
of the pre-reform provincial loan. There was a general increase of ex- 
penditure in the year under review, but the above result will indicate that 
^e groAvth of revenue has been sufficient to meet this increase of expenditure 
ihe fall in excise revenue by 7 -} lalchs in 1924-25 was made good in the year 
under review, as the revenue under this head increased by 20 63 



CENTEAL PROVINCES. 


20. In .spite of the of 9.00 in the provincial contribution and 

an extraordinary rcccijH aniGunting to 45, there was in tlie year under 
.review a set back in the financial jwsition of the Government of Central 
Provinces. The revenue account of the vear closed wdth a surplus of 2,52 
against 25,76, 22,70 and 37,08 in 1922-23,' 1923-24, and 1924-25 respectively. 
As compared with the preceding year the revenue of the year under review 
improved by 9,80, while expenditure increased by 44.36. As stated in 
my letter forwarding the Appro])riation Reports for 1924-25 an advance 
jDayment of 17,20 was made in that year towards the liquidation of the 
provincial loan. 

ASSAM. 

21. The revenue account of the Goveimment of Assam for the year 
under review closed with a surplus of 21,84 against 20,86 and 30,20 
in 1923-24 and 1924-25 respectively. As compared with the preceding 
3 'ear its revenue improved by 20 lakhs while the expenditure increased by 
28 lakhs. The Government is, however, now free from all debts, and has 
received a remission of 6 lakhs in the provincial contribution. 

! COORG. 

22. The accounts of the Government of Coorg closed with a surplus of 
1,04 against 1,98 in the jDreceding year. I have no special comments to 
offer in regard to the financial position of the Government. 

IV. — Appropriation Accounts. 

23. Method of splitting vp voted expenditure into grants . — In para- 
graphs 26 and 27 of my letter forwarding the Appropriation 'Reports for 
1922-23 I gave a brief outline of the manner in which the several 
Demands for voted expenditure were drawn up for submission to the 
various . Legislative bodies in India. In paragraph 23 of my 
letter forwarding the Appropriation Reports for 1924-25, I men- 
tioned the changes in the structure of the Demands which have since been 
introduced' by the Governments of Madras and Burma, and in paragraph 
i24 thereof I commented upon the undesirability of the reduction in the 
number of Demands and of the grouping of several major heads of account 
■under one Demand. 

As already stated in my last mentioned letter, the number of grants in 
Burma has been reduced to four, one for each member and one for each 
minister, and this is the only Government which has adopted this method 
of presentation of the Demands to the Legislature. 

In 1925-26, the Government of Madras reduced the number of demaiids 
by consolidating the two Land Revenue Demands, together with famine 
I'elicf expenses, into one Demand and similarly by amalgamating Civil and 
Criminal Justice into one Demand. The practice of grouping several 
major heads of account under one Demanll is prevalent in this province. 

24. If it be agreed that an undue diminution in the number of grants 
is bound to lessen the ])ower of control by the I.,cgislaturc contemplated by 
the Reformed constitution, it may be desirable to consider wdiether the statu- 
tory I’ules on the subject should not be amended so as to give effeet to the 
underlying principles of the constitution on this important point. 

In my letter forwarding the Aj)propriation Rej)orts to each of thc.se pro- 
vincial Governments, I have commented on the undesirability of this proce- 
dure and have also suggested, for the consideration of the respective Public 
Accounts Committees, whether it should not recommend to the local Legis- 
lature to request an increase in the number of Demands. 
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25. The practice of grouping several major heads of account under 
one Demand, has been discontinued in Bombay with effect from 1926-26. 

26. The procedure of presenting one Demand for both ‘Reserved and 
‘Transferred’ expenditure recorded in the same major head of account re- 
ferred to in paragraph 25 of my letter forwarding the appropriation Re- 
ports for 1924-25 also continued in the year under review in the United , 
Provinces, Burma and Assam. 

27. In some provinces, e.g., Madras, Burma, a single Demand was 
presented for both revenue and capital expenditure. The undesirability of 
this procedure has been discussed in paragraph 9 of my letter forwarding 
the Appropriation Report of the Government of Madras to the local 
Government [Enclosure V (a)]. It, has been suggested 'that the Public 
Accounts Committee should consider whether it shall advise that capital atid 
revenue transactions shall not be included Avithin the same Demand. 

28. A special feature of the Appropriation Report of the Government 

of Bengal is that the transfer of certain subjects remained suspended for 
the major portion of the year under review. The grants sanctioned for ex- 
])enditure on transferred items Avere utilised to meet expenditure on those 
items after their conversion into “Reserved” in virtue of the suspension. 
In the Central Provinces the Demand for salaries and travelling alloAvance 
of Ministers Avas rejected by the Council. The Demand Avas not restored 
and Ministers were not appointed. The administration of the transferred 
subjects Avas undertaken by His Excellency the Governor of Central Pro- 
vinces. ‘ 

29 The complicated account adjustment of the “Establishment” and 
“Tools and Plant” charges of the Public Worlds Department on a 'pro-rata 
basis renders it difficult to exercise ju’oper control over expenditure under 
tlic-se heads. To obviate this difficulty I haA^e often adA'oeated the presentation 
of a separate Demand for these charges. From paragi’aph 38 of the Appro- 
priation Report of the Government of Bihar and Orissa it will be seen that, 
to facilitate the control OA^er ex 2 )cnditure undei’ these lieads in the Irrigation 
Department, a collective Demand for Irrigation expenditure under all major 
heads of accounts has been introduced Avith effect from the year 1924-25, so 
that the provision for the entire “Establishment” and “Tools and Plant” 
charges ai)pears in one place In Bombay also tire expenditure under 
“Establishment” and “Tools and Plant” has been estimated for Avithin one 
grant. These measures are steps towards the method of budgeting adA^ocated 
by me. 

30. Gross and net grunts. — In paragraph 26 of my letter foinvarding 
the Appropriation Reports for 1921-25 j-eference Avas made to the procedure 
of presenting gross and net grants. A memorandum (copy of Avhich is en- 
closed — Exclosure XV), Avas prepared by me on the question of the treatment 
of gross and net grants and the accounting problem involved therein, Avhich 
Avas discussed at the conference of the financial representatives of the various 
Governments held in NoA'ember 1926. It Avas agreed that the rules proposed 
in paragraph 12 of the memorandum should be tentatively adopted in all 
provinces The official opinion of the seA'cral Governments have been called 
for, and I hope shortly to be able to issue final decisions on the accounting 
])roblems iiiA'^olved. 

31. Utilisation of the Famine Insurance Grant . — In paragraph 25 of 
my letter forwarding the Apjiropriation Reports for 1923-24 I invited 
particular attention to the decisions reached by the GoA'ernment of Bombay, 
the United Provinces and the Central Provinces in regard to the utilisation 
of the Famine Insurance Grant and Fund for meeting interest charges on 
Irrigation Capital outlay and AAmrking expenses of certain canals and foi- 
malving repayments of loans obtained for Irrigation Constructions. In 
paragraph 28 of my letter forAvarding the Apjiropriation Reports for 1924- 
25 I added further comments as to the manner in Avhich the Grant and the 
Fund are being utilised by the Governments of Bombay, the United Pro- 
vinces and the Central Proyinces. 
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32. The following statement exhibits for each province the transactions 
of the Famine Insurance Grant and Fund since the inception of the Reforms 
in 1921-22, the accrued balance in the Fund at the end of the year under 
review and the ]5er.centage of such balance on the aggregate annual assign- 
ments : — 



Annu.'il ns- 
Rlfiwmcnts 
(appregntc 
for tlie 

r.Mif'ndltiiro from tho rnmlna In* 
Rurnnto Rmnt (totnN for the* 
yrnn. 1021*22 to 102.V2fi). 

Bftlaneo 
of the 

prant tmn®* 
ferreel to 

Addition® 
to V. 1. 

]‘und 
diirinp tilt* 

^YIthdraw•- 
nls from 
tlu* Fnmlno 
ln®iirnnce 

Closing 
Palancc 
of tlu* ' 
Fund on 

Percent- , 
ape wlilch 
rolnmn 9 
hears to 

\ 

1 

year? 1921* 
22 to 
102.5-20). 

o 

On 

Irrigation. 

On iloht 
Hcrvld®. 

t 

On rmninr* 
Holier 

U 

1\ I. 
ITine! tip 
to 31«it 
Jfnroli 
1920. 

U 

>fnrs 1921 
22 to 
1925*20 
(other thnh 
tho^e men* 
fionrd in 
Column ti). 

7 

I'untl , 
duHnp tho ' 
>car® 1021* j 
22 to 
1925-20. 

8 

3Nt 

March 

1920. 

9 

column 2. 

10 

Jfadn'.® 

.33,0.', 000 

S4,4G3 

(«) 

87,21,310 

\ 

... 

10,03,319 

"",17,218 

1,02,027 

2,00,850 

21,42,395 

nra2 

llomlj.iy 

3,1 P, 00.000 

' • * 

52,04.157 

1.78.74,533 

(5) 

30,57,203 

... 

1,95,31,730 

(11-42 

Jlcngnl 

10,01,000 

, C2.'. 

... 

30,54 fi 

9,09,4.52 

98,899 

O') . 

10,08,351 

100T2 

c.r. 

1,0b ,00, non 

1,07,05,249 


10,79,707 

1,03,25,143 

55,90,057 

1,2(1,01,427 

30,111,773 

15*2.5 

I’lmi.ai 

10, 05, 000 

i 


0,00, *^07 

12,98,133 

1,01,700 

1 

13,99.833 

73*48 

Ihirtna 

3,3.5,000 

• . . 

. . . 

1,27,23^ 

2,07,702 

17,043 

1 17.2.50 

2 08,155 

02*13 

Jtlhnr A OrP«.i 

r.sio.ooa 


(V)‘ 

19,00,431 

3,n.5S2 

5.7.70,730 

37,73,318 

37.25,008 

.50,24,470 

9fJ*8 

V. 

12,30,30,000 : 20,r.0,.51^ 

42 27 212 

1,44,70.830 1 22,!I0,83!1 

10.18,928 

1,51,48,740 

Ofl 

A*‘-nm 

1 r.o.noo 

t 

... 

... 

... 

i .OO.OOO 1 4,830 

1 «• • • 

51.839 

109*00 

T<»Ta .. 

} ^,70,3r..OtH) 

2,25.50,^53 

19.00,131 

1 ,24.23,720 

5,29,P5,hin j 1,17.32.545 

1 ,05.30,003 

1 4, SI ,9-* ,292 

j 54*99 


(n) In/lutU*! Ir»n7,ni0 rrprrftntinc liitcro^t clurtjcs on rnpltn! otillnv on l!ic“ llarrngo Srhomc inrt out nf this prftnt 

In flmi 

t^) An nnrxtH'ibhsl hnbnro of IN, flTu of nn fxtn prnnt of IN. l.(»ro hy tlio llrng.'tl Covcmnunt for Fmnlno Ih'Hef in 

It'JNlili. In n«!illtlon to tho nnmnl .ntslgimunt of it**, tirrw rlUsl In ^chctlnh* IV of tl»c J)«'\o!utlon Itnh* was not transfymsl to 

th<* Fund, MK*I» >nisi Wus lud rrpanh'il «« formtni; part of ll. 

Oi Inrhulfs JN, l.'.rt'J.L’oa and ll®. rcprc®* ntinjj lrrig.>tion worUnp ovpon‘-o niul Inlcrc'^t clmrgts on capif/it outlay on 

lortnln Irrljntlon work*- rt‘''p<vtl\ely mrt otil of the pmnt in lUiiN'JA nml 19ii.V«P». 

f</) luohulrs JN. J Ji) wjthdraun fnuu flic 1 iiml Jn to nurt intrro'^t ih.nrKos on r.iplla! outl.iy on cpftaln 

f nitration work*. 

<<•) Jti'pn'^* itt!> Intorr^t rharg^-s on ndsancf' l.aktn from tin* (‘ontnl fhArrmnont fi>r raidtol oulhy on Irrlgatloii works anti rc'pny 
imnl of Hit? n(l>ancu met out of the praut In to 

Perccnlagcs .similar to that shown in column 10 of the above statemeirt 
for the j)r<;coding two years are also given below. 


Vrovinco. 


Pcricntngc^i oC clo'dnp; liixlouco of Uic Fum’iuo 
ImumiWL' Fiiru! nt llic cud of t)ie year to 
till- iininml nB-.igimiciit (opgrcRoto). 

' 


l!)2;i-21. 

1924-25. 

]Ua(lrns 


02-5.5 

.53-93 

J3oiiibn3' 


-19-32 

50-73 

JJeiigal 


100-U 

103-91 

United Provincc.s 


70-15 

31-04 

Punjab 


07-59 

00-40 

Burma 


-12-20 ' 

52-27 

Bihar and Ori.ssa 


93-51 

87-88 

Central Provinee.s 


50-08 

00-10 

Aiisarn 


104-72 

107-27 

Total 


00-2-4 

54-02 


33. Special attention is invited to the persistent and rapid depiction of 
the Fund in the United Provinces. It seems quite clear that the Government 
of United Provinces does not intend to build up a Fund as a reserve to meet 
possible future expenditure on famine, but prefers to utilise the Fund on 
measures which may render famine less probable. While I recognise that 
the doci.sion of the Governor is final, I am still of opinion that the Grant 
and Fund are in some' cases being used in ways which are “vltra vires^” of 
the statutory rules, and that this is mainly due to the fact that these rules 
require payments from provincial revenues to the Grant and Fund which 
are in excess of real requirements. I again suggest that the whole matter 
requires careful reconsideration. 

31. A ration of Grants . — In paragraph 30 of my letter forward- 

ing the Appropriation. Reports for 1924-25 1 .stated that tlie con.stitntional 
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question wiiether the Legislative Council is competent to reduce or withdraw 
a grant already voted by it was under the consideration of the Government 
of India. It has since been held by the Government of India that, once a 
grant has been voted by !i J..egislature, there is no provision either in the 
Government of India Act or in the rules made thereunder Avhich permits the 
grant being reduced on the motion either of’ the Government nr of any mem- 
ber of the Legislature. According to this decision, transfers of fund by 
the Legislature from one voted grant to another, and I'cajjpropriations by the 
Government eithei’ from one A'otcfl grant to another or from a voted grant 
lo a non- voted head, arc to be regarded as unconstitutional as such transfers 
will have the elTect of reducing the grant from Avhich the transfer is to be 
made. During the veai- under review, Avithdrawal of funds from grants 
already voted was sanctioned by the Legislative Councils in Bombay and the 
Cnited Provinces. Reajiprojn'-iations from voted grants to non-voted heads 
were also sanctioned iiy the Government of India in respect of a grant for 
expenditure on Railways and by the Governments of Bombay, Bengal, the 
United Proidnces, the Punjab, Burma, Bihar and Orissa, the Central Pro- 
vinces and Assam. In my letters forwarding the Ajipropriation Reports for 
1925-26 to the respective provincial Governments, I have pointed out the 
legal and constitutional position mentioned above. ^ 

35. After careful consideration of the above ruling, the Public Accounts 
Commitlee of the Punjab has exjiressed the opinion that the Government 
of India Act and the statutory rules are defective in this respect and that, 
when they are next revised, they should give the Legislative Council powers 
of rnaiipi’opriation from one voted grant to another. 

30. Under the existing rules votable expenditure on a “new service not 
contemplated in the budget’’ requires to be covered by a supplementary grant, 
even tliough it may be jiossihle to meet the charge by reapprojiriation' from 
savings under other subheads of the grant all'ccted. " It i.s obvious that tlie 
application of this rule necessitates a. clear definition of a “new service”, I 
brought this to the notice of the Government of India and it is under.stood 
that the matter has since been referred to the Secretary of State. 

37. '['he system of dcjiai tmental control referred to in jiaragraphs 34 and 
32 cf my letters forwarding the Appropriation Rejiorts for 1923-24 and 
1924-25 respectively has heen in force in all provinces during the year under 
review and, in regard to central expenditure, from October 1926, but it has 
not yet had sufficient time to produce the desired cfl'ect. Tn the Central .Pi'o- 
viiiccs, where the system has been in force since June 1924, appreciable 
improvement has been brought about and in liladi’a.s, Avhere it Ava.s given 
efi'cct to on 1st Api’il 1925, .some improvement i.s also noticeable. It -is, t'liorc- 
forc, expected tbaC a.s dejiartinental ollicers become more familiar with the 
details of the scheme, the difficulties which are now being e\])erienccd in 
reconciling the figures recorded Ijy the de])avtmental officers with those 
brought to account by the account officers, which is an e.s.sential feature of 
the scheme, will be overcome and that the control will be more effective. 

3«. It was recognised that the main difficulty experienced in the process 
of reconciliation was due to the fact that the preliminary accounts in account 
ofiicos. from which the reconciliation is made, liave hitherto been prepared 
on a district basis so that figures had to be collected from several registers 
before the reconciliation coiild be effected Avitli the accounts maintained by the 
Heads of Departments. To obviate this difficulty, and witli a vieAv to make 
the scheme of control over expenditure successful, I have, with efl'ect from 
the year 1927-28, introduced in all account offices the system of maintaining 
accounts on a departmental basis. The full effect of this scheme of control 
cannot bo evident until the accounts of that year are available. 

39. The reorganisation of the accounts on a departmental basis will also 
facilitate the separation of audit from accounts, which vvas mentioned in 
j)ar,agraph 46 of iny letter forwarding the audit reports for 1924-25. 

, In most cases where tlie separation of audit from accounts -has taken 
pl;'(?c. .‘specially in the United Provinces, there has been considerable improve- 
ment in financial control and I have no doubt that, as the new accounts offices 
gain more experience, the scheme of separation will produce even more 
valuable results in this direction. 
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40. T mention below a few striking cases collected from different reports, 
which seems to indicate lack of adequate control over expenditure : 

(1) Central {Civil). — Paragraph 14 of Ileport mentions many cases in 
which supplementary grants were obtained, while the exj)enditurc proved 
ultimately to be well Avithin the oi-iginal grants. 

(2) Bombay — Heail (7) on yaye 61 of the report. — Although the original 
grant was increased by a supplementjiry grant and additional appropriation 
sanctioned by competent authorities, the actual expenditure fell short of the 
original grant by 57. 

(3) Bengal. — Paragraph 92 on page 74 of the Eeport giA^es an instance 
of defective control. 

(4) Punjab. — Head A (Voted) on page 148 of the Report. — A reduction 
of 97 was sanctioned by the competent authority, but this resulted in an 
excess of 68. 

41. Method of budgetting. — A scrutiny of the Appropriation Eeports' 
in the year under revieAV reveals a considerable number of cases of defective 
or overbudgetting. From the statement given beloAv of the percentages of 
savings over total grants and appropriations in the year under review it 
appears that the evil of overbudgetting is most apparent in the Civil Budget 
estimates of the Government of India, and in the estimates framed by the 
Governments of Bombay, Punjab and Burma In this connection a refer- 
ence is invited to paragraph 125 of the Punjab Eeport. The main impres- 
sion AAdiich this report makes upon me is that overlmdgetting in the 5^ear under 
revieAV Avas so excessive that Controlling officers must have felt there Avas 
little need for the exercise of close financial control. 






Percentage of savings. 

Total 

Province or Departments of the Uoveinment 
of India, 

Voted. 

Non-vnled. 

percentage 

of 

saving?. 

Central Civil 




22.50 

3.. 55 

14.09 

Army 




•• 

.03 

.03 

Bailwnys . . 




7.92 

1.79 

6.57 

Posts and Telegrajiiis 




8.06 

3.37 

8.63 

Aladras 




6.90 

2.11 

5.61 

Bombay 




18.26 

7.94 

(excess). 

14.96 

Bengal 




5.76 

4.17 

5.49 

United Provin(,c.s 




5.06 

1.32 

4.07 

Punjab 




13.41 

6.44 

12.10 

Burma 




6.92 

16.19 

8.33 

Bihar and Oiissa 




5.83 

.46 

(c.xccss). 

4. 16 

Central Provinces 


, • • 


5.31 

8.56 

5.97 

Assam 




5.110 

3.35 

5.47 

Coorg 


•• 


•• 


13.67 


Tlie higher percentages in regard to the grants in the Civil Estimates 
df the Government of India and in the e.stimates of the Government of Bom- 
bay are mainly due to OA^erbudgetting under “Loans and Advances”. Omit- 
ting figures under this head, the percentages of savings over the total of 
other Amted grants are 10 and 14 respectively The estimate for the demand 
of the Central Government for “Loans and Advances” mainly depends on 
the requirements of the local Governments and the Central Public Accounts 
Committee has suggested that more reliable forecasts should be obtained 
from them. It is noticeable that budgeting has improved in departments 
which have been given their OAvn Accounts Offices. 
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42 The most common defect in budgeting noticeable in alinobt all the 
provinces and in the dcpai'tments of the Government of India is the oyer- 
biulgcting of expenditure under “Pay of Establishment” and “Woife” — 
both revenue and capital. In the case of the foJ'mcr, the gcJiei'al ])ractice 
is to provide for the full financial liability on account of the jiay of the sanc- 
tioned establishment, but cxjicriencc has shown that, owing to casualties, 
transfers and other causes, the actual amount requii'cd to meet the cost of 
establishment almost invariably falls considerably below the estimate made 
on the above basis. 

A rarer, but more flagrant, defect in (he budgeltiiig for establishment 
charges is to jirovide for the average cost of an establishment and not for 
the actual cost in a particular year. 

Overbudgeting for Works expenditure is mainl5' attributable to a gen- 
eral tendency tomalvc complete pi-ovision for all pos.sible demands even though 
in some cases the probability of expenditure during the year in question is 
remote e.y., in cases where the .schemes ha\'e not been fully matured. 
Another cause of overbudgetting under this head is that no allowance is 
made in the budget for retardation of work by Tinforcsccn circumstances 
which must operate to some extent. 

To remove these defects in budgeting, the Central Public Accounts 
Committee recommended that lump deductions .should be made in the budget 
under these heads leased on the actual savings in preceding ycai’s. This 
method has been adopted in regard to estimates for Central expenditure 
and also by some provincial Governments, but in most cases, due ))robably to'' 
inadequate information as to past actuals, the lump cuts have been found to 
be inadequate. 

In my letters fonvarding the Reports for 1925-20 I have ])ointed out 
the general inadequacy of the cuts already made by some Governments and 
have recommended those provincial Governments, 'who have not yet intro- 
duced the system of lump cuts to adopt it. 

Overbudgeting is also noticeable in many cases under “leave salaries” 
and I have invited attention to this defect, where necessary, in my letters 
to the provincial Governments. 

43 In the Appropriation Report of the Government of the Central 
Provinces the Accountant General has endeavoured to indicate, -by facts and 
figures, persistent overbudgeting, over a .series of years, under numerous 
individual heads of appropriation. A .scrutiny of these instances show 
that most of them are under pay heads mainly “Pay of Establishment”. 

The 'information thus given by the Accountant General ought to be of 
great value to the local Government and its Public Accounts Committee. The 
search for such information is, however, primarily the functtioii of Govern- 
;ment. 

A few instances of such jmrsistent overbudgeting will be found in notes 
against heads (12), (3) and (19) on pages 84, 89, and 143 respectively of the 
Appropriation /tccounts of the Government of Central Provinces. 

44 I mention below a few cases collected from the dilTerent Appropria- 
tion Reports which seem to indicate defectiAm or overbudgeting : 

(1) Central {Civil). —Thoi note under Aceount IT— Forest, of Grant 77 on 
page 413 of the report shoAvs that the original voted provision of Id 24 Avas 
reduced by the surrender of 1,43 and that, even then, there Avas a sa’vinn- of 
1,81. 

(2) Posts and Tolecjraphs.—B.(iaA 6 on page 82 of the Report shoAv.s that 
over the grant of 2,46 there Avas a saving of 1,49 — nearly 57 per cent. 

Paqe 93— Grant 23— Interest on Cuvitol Ontlay . the oricriiv,] 
grant of 66,00 the expenditure amounted to 46.38. ' From the last sub-para 
graph of paragraph 11 on page 8 of the leport it Avill be seen that the A 
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suggested 53^59 for tliis head, which itself Avas an overestimate, but the Gov- , 
eminent of India took a figure considerably above that suggested by the 

(3) Bombay . — An instance of overbudgetiug will be found in paragraph 
20 of my letter to the local Government (Enclosure VT). 

(4) Bengal: — Page 83. — The approjiriation for “Grants for Public 
Health purposes” Avas 15,08 Avhile the expenditure Avas 12,23 only. 

(5) Punjab. — Pages 100 and 101 — Grant No. 3 — Siavi'ps. — A saving of 
about 19 i^er cent, over the total voted grant Avas mainly due to overbudgeting 
under the heads for Stamps supplied from Central and Provincial Stores. 
Against a provision of 51 for non- Judicial stamiis there Avas a saving of 11 and 
against a provision of 55 for Judicial stamps the saving amounted to 13. 

(6) Bihar and Orissa. — Page 140 of the rejwrt — 26 — Police A — Supei'- 
intendence. — The original appropriation Avas 95 while the actual 'expendi- 

' ture amounted to 1,40 — i.e., about 47 per cent, in excess of the original 
appropriation. 

45. In paragraph 35 of my letter forwarding the Appropriation Reports 
for 1924-25. I expressed the vieAV that the submission of expenditure to the 
control of the Legislature ensures better financial control and that most Gov- 
eimments appear to attach little importance to the necessity of formal provi- 
sion of funds to meet excess expenditure over non-voted ajjproiDriations. 
From the statement given beloAV it will be seen that the position has not im- 
proved in the year under revicAV. 



Voted grants. 

Xon-voted .approrriation,. 

Number 
of grants 
in 

1025-20, 

Number 

of 

grants 

in 

\\hlcU 

excesses 

ha^c 

occurred 

1925-20. 

PerccMtago of the number 
of grants in >\hich 
excesses ln\ c occurre<l 
to the total number 
of grants. 

Ninnbcr 

of 

appro- 

pnations 

in 

1925-20. 

Number 

of 

ai»)>roprla* 

tions 

m 

which 

excesses 

ha\o 

occurretl 

in 

1025-26. 

Pcrccnt.sgc of the number 
of appropriations In 

N.bich excesses have occur- 
rwl to the total minibcr 
of appropriations 

1923-24. 

1024-25. 

192,*;-2C. 

1923-24 

1024.25. 

1925-26 , 

India . . . . 


18 

13*68 

10-67 

20*22 

01 

27 

22*22 

17*14 

29-87 

Madras . . i . 

,53 

2 

11*43 

6*26 

6*06 

32 

5 

23-81 

31-43 

15-62 

Bomljay . . . . 

41 

4 

11*11 

6*26 

s-r5 

31 

7 

40-00 

20-41 

22-38 

Bengal 

30 

2 

18-52 

6*90 

6-66 

30 

8 

17-80 

20-00 

20-66 

United Pro^lnces 

30 

S 

21-43 

21-13 

20- 06 

33 

0 

12*50 

40-74 

27-27 

Punjab 

34 

2 

13*51 

9*38 

5 83 

21 

2 

33-33 

29-17 

- 8-33 

Purma .. 


1 


7*89 

25-00 

1 


12*00 

23-68 


Bihar and Orissa 

29 

n 

12*90 

10-34 

G-89 

23 

9 

20*69 

18-52 

32*14 

Central Provinces 

37 

5 

13-89 

8*33 

13-51 

20 

7 

8-70 

14-81 

26*92 

Assam 

33 

3 

28*13 

12*56 

9*09 

28 

4 

29 03 

21*43 

14 -2S 


46. Expenditure in England . — The possibility of securing uniformity of 
procedure regarding the method of making provision for English expenditure, 
and the question of delegating to the Home, authorities the powers of reappro- 
priation Avith regard to such expenditure, referred to in paragraph 36 of my 
letter forwarding the Appropriation Reports for 1924-25, are still under the 
consideration of the Government of India. 

From notes VII (,1), (2) and (3) on page 52 and VITI (L and (31 on jDage 
68 of the Posts and Telegraphs report it Avill be noticed tlmt Authorities in 
England failed to comply Avith a requc.st to adopt the ncAV classification in 
regard to Posts and Telegraphs expenditure. 

47. Comparison of expenditure in the Reserved and Transferred De- 
partments . — It is often said that remissions of contribution are used mainly 
to increase expenditure on “Reserved” subjects. From the statement given 
below relating to the transactions of the Governments of Madras, United 
Provinces and the Punjab combined it appears that, as compared Avith the 
year 1921-22, there has been total increase of expenditure met from revenue 
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in 1925-26 on “Transferred” subjects of 1,62,94 Avhile there been a 
decrease of expenditure (excluding contributions) of 79,25 on Reserved 


subjects. 


ProviiKC. 

Expenditure other tli,iii Hint not charged to Keventie and excluding 

lefunds. 


Reserved (excUisivc of conlrihuiifms). 


Tiiinsrtrred. 


1 

1921-22. 

o 

1925.20. 

3 

Tnerense + 
Dcercef'C — 
•1 

1921-22. i 

5^ 

1925 20. , 

" i 

! IiH ren^e + 

1 Orerease — 

i ^ 

Madras . . 

Rs. 

9,:i9,00.GI.S 

Rs. 

9,27,43,325 

Rs. , 

—11,57,293 

Rs. 

4,23.08,124 

1 

Rs. i 

4,87,35,309 

Rs. 

+ (»3,(i7,l '^-7 

United Provim cs 

8.72,50,1S7 

7,87,28,320 

— 85,27,301* 

3,51,84,032 

3,83,28,015 ' 

+ 31,43,983 

Puninb 

7,59,49,052 

7,77,19,850 

+ 17,70,201 

i 

3,00,92,239 

3,74,75,0')') 

S 07,82,‘-5l 


*The heav3' dpcrcase in the United Pi evinces under 'Pciserved ’ i*> muinh* due to the variations 
under the follou'in" heads to the extent noted n£?aiust each — 

Heads. ' Tncrqaso T 


under the follou'in" heads to the extent noted n£?aiust each — 

Heads. ' Tncrqaso T 

Dccien-c — 

Forest .. .. .. .. .. .. •• — :U,T1 

0. Irritjation, etc. — Rcvemic Account (heads 14 and 15) .. .. +!2r>, Ih 

2R. Police .. .. .. .. .. .. .. — 17,04 

43. Famine Relief and Insurance .. .. *. — 31,27 


•—01,73 

Tlio remaining 23.55 made up of smaller variations spread over under scvcial other heads. 

48. From a further analysis of the figures relating to the.^e* three pro-, 
vinces, as shown in the statement below, 'it will be seen that the proportionate 
increase of expenditure upon the “Benificent Departments” devoted to the 
work of nation building has been nearly fourteen times as large as the pro- 
portionate increase of expenditure upon the needs of the ordinary “Civil 
Administration”. 



Madias. 

E^nitcd Provinces. 

Punjab. 

1921.22. 

1925.20. 

1021-22. 

1925-20. 

1021,-.22. 

.1.025-20. 

Civil Administration . 








General AdrainLstrntion 

1,89,78(0) 

2,20,79 

1,41,13 


1,37,40 

')7,33 

1,04,08 

Administration of Justice 

94,57 

90,35 

07,51 


7.3,00 

41,50 

52,61 

•Tails and Fonvict Settlements 

29,60 

.30,01 

30,91 


35,08 

35,81 

32,3.3 

Police . . 

2,00,40 

1,87,87 

1,83,82 


1,05,88 

1,11,50 

1,07,57 

Ports nn-t Pilotsee 

54 

34 




" - 

• • • . 

Miscellaneous Departments 

'J,34 

15,27 

1,21 


81 

70 

84 

Total 

5,24,19 

5,50,03 

4,30,58 


4,12,83 

2.89,90 

2,97.3.3 


Increase 0*19 per cent. 

Dcuronse A’ 

12 

per cent. 

Inciense 2 

5 per cent. 

/icneffirtit 


Grand t 

'otnl Tncrcaso P77 per c 

ent. 


Scientific Departmenla . . 

1,32 

3.23 

74 


. 21 

.30 

21 

Education 

1,43,24 

1,87,45 

1.53,13 


l,8(h53 

88,40 

1,41,84 

Medical 

68,47 

59,00 

24,03 


30,91 

31,81 

.35,33 

Public Health . . 

20,85 

33,15 

28,07 


'45,02 

' 10,73 

10,31 

Aericulture 

2.5,67 

30,07 

27,02 


27,23 

31,89 

38,02 

Industries 

.. 

20,00 

17,30 

9,50 


10,89 

0,32 

7,4 1 

Total 

2,70,11 

3,30,92 

2,43,09 


3,0],'42, 

1,09,51 

2,39.18 




' 1 1 



Increase la-.S.) per cent. Tnerensc i.'t'OO per cent. Incron=c UU per cent. 

J ! 


Grand Total Increase 20 ‘44 per cent. 


KevcnueTn'l92'/«2^*Silnnri°"”‘ Village oTiccrs’ classiOcd under L; 

ue\ enue in 1421.„2. bimilar cliarges m 192o.2G included in General Administration ’. 


and 



J. have also made a comparison of the expenditure (ineluding expenditure 
mot charged to revenue but excluding refunds) in all provinces/ The state- 
ment is too large to reproduce but it shows that, except in .Bombay and 
Burma, the expenditure on Transferred subjects in all provinces has increas- 
ed more rapidly than that on the Reserved subjects. 

V.— Public Aecounti Committee. 

49. Copies of the reports made Iw the Public Accounts Committees after 
considering the Audit and Appropriation Reports for the year 1924-25 have 

' beeij. received except that of the Public Accounts Committee of Burma. I 
have brought the non-receipt of that report to the notice of tlie local Govern- 
ment [vide Enclosures X (a).] In every case the Accountants General at- 
tended the meetings of the Public Accounts Committee. I was present at 
the meetings of the Central 'Public Accounts Committee, and also at the first 
meeting of the Public Accounts Committee of Bengal. 

50. The reports- presented by the several Public Accounts Committees 
give the impression that there has been a great improvement in the work of 
the Public Accounts Committees generally. The reports of the Public Ac- 
counts Committees of the Central Legislative Assembly and of the Legisla- 
tures of Madras, Bombay, Bengal, United Provinces and the Punjab seem to 
indicate that the audit and appropriation reports were scrutinised by the 
Committees concerned very thoroughly. The report made by the Public 
Accounts Committee of the Legislature of Central Provinces, however, in- 
dicates that the Committee merely considered the notes prepared by the 
Finance Department, and contains no evidence that the Committee attempt- 
ed to cover the whole field of the appropriation accounts. 

51. There was a considerable delay on the part of the local Government 
in placing the Audit Report on the transactions of the Government of Burma 
for the year 1923-24 before tlie Public Accounts Committee of the Legisla- 
ture of that province. That Committee has accordingly suggested that, in 
future, these rei)orts should be laid before the Committee without any note 
by the Finance Dejiartment as soon as pc-ssible after their preparation and 
that the Committee should then hold a preliminary meeting to select the 
points regarding which it requires further information. This further in- 
formation should be given to the Committee orally by the Heads of Depart- 
'ments concerned at subsequent meetings. As the Committee now holds 
monthly meetings the examination of the Report will be spread over several 
consecutive months and the Committee will not pass orders on the Report 
until it has considered the Auditor General’s comments thereon. 

52. From paragraph 139 of the Appropriation Report of the Govern- 
ment of Bengal it will be noticed that, to facilitate the more effective work- 
ing of the Committee, the Public Accounts Committee of the Bengal Legis- 
lative Council has recommended that the membei’s of the Committee should 
be' elected for the life-time of the Council, niz., three years, \vith arrange- 
ments for members to retire by rotation. This recommendation cannot, how- 
ever, be given efl’ect to unless the statutory rules on the subject are suitably 
amended. It will be seen from paragraph 3 on page 99 of the United Pro- 
vinces report that similar suggestions have also, been made by the Public 
Accounts Cojnmittee of the Legislative Council r-f the United Provinces. I 
have suggested in both cases that, pending the modification of the statutory 
rules, effect can be given to this recommendation by establishing a convention 
in the respective Legislative Council that members of the Public Accounts . 
Committee shall be elected by the Council in the manner suggested. 

53. Two important decisions have been arri\ed at affecting the sphere of 
business of the Public Accounts Committee. 

It has hitherto been held that the Public Accounts Committee was 
not concerned with matters relating to non-vofed expenditure and to tran- 
sactions relating to receipts. Itdias now been recognised by the Govern- 
ment of India that the Public Accounts Committee is entitled to offei^in its 
reports criticisms and recommendations upon any matter discussed in the 
Audit and Appropriation Reports or in the Auditor GeireraPs forwarding 
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letter, 'wlietiier such matter concerns the account of expenditure, voted of 
non-voted, or those of receipts. The above decision has been brought to the 
notice of all provincial Governments. 

It has further been decided that cases arising in a “backward tract,” 
in which the provisions of Section 72 D of the Government of India Act do 
not apply, do not come under the cognisance of the Public Accounts Com- 
mittee or the Legislature, as the functions of these bodies are regulated by 
the rules framed under that section of the Act. This decision necessitated 
an amendment of rule 14 of the Auditor General’s Rules, which amendment 
has since received the sanction of the Secretary of State in Council. 

VI - -Declaration by the Governor-General, the Governor or the Governor in 
Council as regards classification o£ expenditure. 

54. Declarations by the Governor General or the Governor in Council 
as regards the classification of expenditure have been mentioned in the vari- 
ous reports under the section “changes in classification.” I have no special 
comments to offer in regard to this matter. 

VII. - Restoration and authorisation by Governor-General or Governors. 

/ ■ . • 

55. In the year under review expenditure was certified and authorised, 
under Sec. 67 A (7) of the Government of India Act, by the Governor Gene- 
ral in the case of Railway expenditure (para. 18 of the Appropriation Report 
of Railways in India) and by the Governors under Sec. 72D (2) (a) and (5) 
of the Act in Madras^ the United Provinces, the Central Provinces and in 
'Assam. 

The total number of cases in which powers of certification and authori- 
sation were exercised in the year under review was thirty-seven of whicli 
twenty-one occurred in Madras. 

56. Out of the twenty-one cases pei-taining to, Madras, in seventeen 
cases expenditure was authorised by the Government under clause (b) of 
Section 72 D (2) of the Act. -The clause 'contemplates that, only in those 
cases where there is an “ emergency ”, may such expenditure as is “ neces- 
sary for the safety and tianquillity of the province oi- for the carrying on 
of any department ” be authorised by the Governor. While, therefore, I 
recognise that the decision of the Govei-nor under this section of the Act 
is final, I venture to express the opinion that some of the objects, in regard 
to which the expenditure has been authorised, do not fulfil both the con- 
ditions which are necessary before the powers bestowed by those clauses can 
be exercised, viz , the cases must be “ cases of emergency ” and the expen- 
diture thereon must be “ necessary for the safety or tranquillity of the 
province or for the carrying on of any department ”. To illustrate my 
views, I invite attention to the following items of expenditure referred to in 
para. 35 of the Appropriation Report of the Government of Madras — 

(1) Rs. 20,000 — Expenditure on blocks in development in the 

Cinchona plantation. 

(2) Rs. 2,00,000 — Polavaram Island Project Scheme. 

In the first case it was stated that the expenditure was essential for 
the upkeep of the plantations, which if left unattended, would suffer 
irreparable damage. The scheme relating to the second item had been in 
contemplation since 1916, but, at the beginning of the year, an immediate 
sanction to the execution of the scheme was asked for. Even if there be 
an element of emergency in these cases, it is difficult to conceive how the 
expenditure could be regarded as necessary “ for the safety or tranquillity 
of the province or for the carrying on of- any department.”. 

(3) Rs. 1,00,000 — Constructing locks and regulators. 

(4) Rs. 4.400— Raising the Victoria College, Palghat, to a fir.st Grade 

College. 

(5) Rs. 44,150— Investigation of Hydro Electric Schemes. 
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Item (3) appears to be an ordinary item in any programme of irrigation 
works. 

Item (4) needs no further explanation. Item (5) was merely an investi- 
gation. In' these cases it is difficult to see that either of the two conditions 
laid down in the relevant clause of the Act is fulfilled. 

Vni. — Disciplinary action. ^ 

57. In paragraph 18 et seq of my letter forwarding the Audit Eeports 
for 1924-25 I commented upon the adequacy of the disciplinary action taken 
in cohuectiou with financial irregularities and observed that the action 
taken by most of the local Governments was not such as is likely to be 
sufficiently deterrent. The Reports for the year 1925-26 give the impression 
that the attitude of the local Governments in this matter is generally im- 
proving and that disciplinary action is being taken in most cases, not only 
against the offender, but also against the officer or officers responsible for 
lax supervision or neglect of rules. The severity of the action taken against 
the latter r^aries, however, from province to province. In some provinces 
deterrent disciplinary action is taken where actual dishonesty is proved 
but, Avhere only slackness or ignorance is suspected, there is a tendency to 
deal Avith the persons concerned leniently. In some provinces the officer 
responsible for the loss has been held strictly to account Avhether he is 
suspected of dishonesty or not. 

In Burma, in almost every case, the local Government has held strictly 
to account the officer or officers through Avhosc negligence in supervision oi' 
disregard of orders the loss occurred. In one case mentioned in the Appro- 
priation Report of the Punjab Goverument, the officei', through whose 
neglect the Government suffered a loss, Avas not only made to make good the 
loss but Avas also dismissed from the seiwice. In another case mentioned 
in the same Report, even though there Avas no actual loss, the local- Govern- 
ment stopped the increments of the officers responsible. 

In somcAvhat similar cases, hoAvcA'er, occurring in the Government of 
India, in Madras, Bihar and Orissa, the Centi-al Provinces and Assam, 
reprimands, Avarnings and adverse comments in character rolls Avere deemed 
sufficient. 

From paragraph 143 of the Appropriation Report of the Government 
of Bengal it Avill be seen that an officer responsible for a series of irregu- 
larities has not only not been pnnished but has been given a more responsible 
post. 

In Bombay, after a perusal of all the cases mentioned in the Audit 
Report, I have gained the impression that the local Government is more 
reluctant to take disciplinary action in cases arising in the Public Works 
and Forest Departments than in cases arising in other Departments. 

58. As regards frauds, embezzlements, and losses of Government 
money or stores, most of the local GoAmrnments are endeavouring to im- 
proA'e the state of affairs by taking suitable disciplinary action. -The 
Governments of Punjab and Burma seem to haA'-c taken a firmer attitude 
in the matter than other local Governments. The administi-ative authorities 
of the Posts and Telegrairhs Department are noAv taking firmer disciplinary 
action. 

IX. — Audit Comments. 

59. Drawal of money in advance of requirements.— In paragraph 19 
of my letter forAvarding the Audit Repoi'ts for 1924-25, I emphasised the 
necessity of taking measures to prevent the repetition of the irregularity of 
draAving money in advance of requii-ements. As already explained, the 
draAval of money in advance of requirements not only involves risk of em- 
hezzlements but' also tends to interfere Avith I)udgeting and the control of 
the Finance Department or the Legislative OA^er expenditure. Several 
instances of this kind of iri-egularity haAm been recorded in most of the 
Reports for the year under review. In some cases the orders of the local 
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Telegraphs [Appropriation Report shows that the balance of stores in the 
Indian Telegraph Department was further reduced by 19 laldis. As will 
be seen from paragraph 122 of the Appropriation Report of the 
Railway Department the balance of stock of that Department was also 
further reduced by nearly two crores. The Reports however indicate that 
further reduction of balances of stock in these Departments is still possible. 

The balance on 31st March 1926 shown in the stores account appertain- 
ing to the New Capital Project, Delhi, on page 491 of the Appropriation 
Report on the civil accounts of the Government of India seems to be capable 
of reduction and I have made certain suggestions to this end. 

66. Separation of audit from accounts . — In paragraph 46 of my letter 
forwarding the Audit Reports for 1924-25 it was stated that in the United 
Provinces two departmental Pay and Accounts offices for Police and Educa- 
tion Departments and a third for dealing with the transactions of the 
Central Government occurring in that province had been set up in 1924. With 
a view to test the feasibility of the separation of audit from accounts in 
all the Departments of these provinces the following additional offices have 
been instituted with effect from 1st April 1926 ; — 

{a) A Cliief Accounting office to dead with the compilation of the 
monthly civil accounts. 

’ (&) Six Pay and Accounts offices to deal with the transactions of 
the following Departments ; — 

, (1) Land Revenue and General Administration, 

' (2) Law and Justice, 

(3) Stamps, Industries, etc., 

(4) Public Works, 

• (5) Agriculture, Veterinary, etc., 

(6) Medical, Jails and Public Health. 

The Chief Accounting officer forms an integral part of the Finance 
Department of the local Government and he controls all Pay and Accounts 
offices in the United Provinces except the Central Pay and Accounts officer, 
which functions directly under the Government of India in the Finance 
Department. 

During the experimental period the compilation of accounts will remain 
a Central subject but will be administered by the local Government, which 
will act in this respect as the Agent of the Central Government. 

The work of these Pay and Accounts Offices is audited by an indepen- 
dent audit staff working under a Director of Audit who is responsible to 
the Auditor General in India. 

Nine Pay and Accounts offices, viz . — 4 in Calcutta, 3 in Delhi, 1 in 
Bangalore, and the one in the United Provinces referred to above, have 
been started to deal with the transactions of various civil departments of 
the Central Government. ' !'■" 

A scheme of separation has also been introduced as an experimental 
measure on the East Indian Railway. 

67. The advantages which are reported to have been derived from this 
system were mentioned in paragraph 46 of my letter forwarding the Audit 
Reports for 1924-25. Further advantages derived from it are indicated 
in paragraph 39 above. Although I am much impressed with the results 
of the working of this system for this short period especially in the United 
Provinces, I shall defer the expression of any final opinion on its success 
until reports for a complete year are available. 

68. 'Use of labour saving machines . — In paragraph 48 of my letter for- 
warding the Audit Reports for 1924-25, I referred to the introduction of 
labour saving machines in the Ruilwav and Posts and Telegraphs account 
offices. The u.se of these machines has since been extended to all State 
worked Railways, to some of the important Company worked Railway.^ and 
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in several branches of the Posts and Telegraphs accounts department. 
Some machines have also been introduced in military accounts offices and in 
the offices of the Accountants General, Madras, Bombay and Burma. 

69. Excluding the Bengal Nagpur and South Indian Eailways, in regard 
to which no information is available at present in my office altogcuier 110 
machines, as detailed below, are now in use in various Railway offices. 


(1) Comptometers 

(2) Hollerith Sets of Punchers, Sorters and Tabulators . . 

(3) Power Sets of Punchers, Sorters and Tabulators 

(4) Burroughs Calculating, Adding, and Adding and Listing machines 

(5) Wahl Adding and Subtracting machines . . 

(6) Eemington Accounting Machines 

(7) Jlillionaire 

(8) Britannic Calculating Machines. . 

(9) Monroe Calculating Machines . . 

(10) Dalton Machines . . 


74 


9 

4 

4 

3 
8 
1 

4 
3 
G 


It is too early to say which machine will ultimately hold the field for 
the performance of any particular form of work. No attempt has so far 
been made to compare the relative merits of the different machines used 
for the same kinds of work on different Railways. An exact estimate of 
the savings effected by the introduction of these machines is not po.ssible. 
On some Railway's they have actually led to a reduction in staff while in 
others they are said to have removed the necessity for additional staff. It 
is, however, reported that the net saving, after allowing for depreciation 
and maintenance charges, will amount to more than one lakh of rupees a 
year. The use of the Hollerith and Power machines renders feasible the 
creation of a Clearing House — see paragraph 73 (r) (i) below — winch is 
expected to lead to considerable savings. 


70. In the Audit and Accounts Offices under the Accountant General. 
Posts and Telegraphs, there are 128 machines of various kinds now in use. 
The most important use of labour saving machines in this department is in 
connection with the keeping of ledgers and accounts, for which 73 Reming- 
ton Cros.s-adding machines arc used. It has been found that the introduc- 
tion of these machines increases the rate of posting, saves almost entirely 
the work of proving and generally leads to more accurate, more .systematic 
and neater accounting. Ledger keeping with the help of these machines^ 
has been introduced into all Savings Bank sections of the Postal Audit 
offices, in which about two million accounts are maintained, into the 
Stores Ledger section and into the section in w'hich the accounts of the Post 
Office Insurance Fund are maintained. It is under contemplation to main- 
tain the accounts of the General Provident Fund with the use of these 
machines. 


It has also been found possible to compile accounts bv means of these 
machines. In connection both with ledger keeping and fhe compilation 
of accounts a few .subsidiary calculating machines have been employed. 

Fifty comptometers arc in use in connection with the mechanical check 
of the lists of money orders issued and paid. This machine has also been 
used in checking large compilations of figures in connection with budget 
and other financial statements. 


The remaining machines are used for miscellaneous purposes. 

.n possilnlity of further extensions of the use of these machines in 

the I osts and Telegraphs audit and accounts offices is under inve.stigation. 

The net saving in this Hepartment. after allowing for depreciation, 

maintenance charges, etc., but excluding interest, conies to more than 3 lakhs 
of rupees. ■••i-n.-. 


7i. 


_ - In the Military Accounts Department nine Comptometers and on 
Remiue-ton (?.ross Accounts Machine are in imc and as a result it has Lr- 
found possible to dispense with the services of 12 men. 
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72. Five comptometers are in use in the offices of the Accountants Gen- 
.erul, Madras, Bombay and Burma. The possibility of an extension of the 
use of machines in Civil Account offices is being examined bv the Accountant 
General, Madras. 


XL— Other important features. 

73. I invite reference to the following important featiires of the several 
.Reports ; — 

(«) (t) Government of India — Civil. — The finding of a departmental 
enqiuiy into certain comments in last year’s Report on stores administration 
in Mew Delhi is set out ’in paragraph 89. 

(ii) Delay on the part of the Government of India in obtaining the 
special oi'ders of the Secretary of State prescribing the nature and extent 
of the audit to be applied to Secret Service expenditure under rule 9(3) of 
the Auditor General’s Rules is brought to notice in paragraph 4 of my letter 
forwarding the Appropriation Report on the Civil Accounts of the Govern- 
ment of India . 

{h) Posts and Telcgra/phs. — (i) Paragraph 26 of the report records a case 
of misappropriation by a Deputy Post Master of a ITead Post office in which 
the precaiitions taken to evade detection are more complete than in any other 
case wdiich has come to my notice. 

(ii) Appendix I of the report contains a memorandum on the reconstitu- 
tion of the accounts of the Indian Posts and Telegraphs Department as a 
Jesuit of the introduction of a commci'cial system of accounts in that Depart- 
ment. Troubles arising from impossibility of inti'odueing commercial 
system of accounts in its entirety from 1st April 1925 are dcscinbed in paia- 
graph 18 of the Repoi't. As a C( nsequenco, there were, in the year under 
I'cview’ great divergences between apjjropriation and expenditui'e under 
detailed heads. 

(e) Pailn-nys. — (i) Paragraphs 23 to 25 of the Report mention a most 
impoi'tant exjjeriment on the e.stablishment of a Clearing House in India to 
deal witli the apportionment of traffic between diffei'ent I’aihvays. 

(iil Paragraphs 26 to 29 of the report draw attention to the constitution 
of an audit office for State Railway Collieries. 

(iii) Paragraph 144 of the report brings to notice the measures wdiicb are 
being adopted to prevent illicit travelling by raihvays. 

{d) A 'I my. — (i) Paragraph 30 of the audit repoif prepared by the Director 
of Army Audit mentions a serious loss of nearly Rs. 5| lakhs. 

(ii) In paragraph 43 a still more serious case involving a loss of nearly 
Rs. S| lakhs is set out in detail because, although the case ^vas very fully 
investigated, the disciplinary action taken seems to have been inadequate. 

(iii) In paragraph 39 mention is made of the formation of a Central 
Disposals Organisation to dispose of obsolete and surplus stores. 

(e) United Provinces . — (i) Paragraph 24 on pages 78 and "79 of the 
report brings to notice a very considerable loss sustained by Government in 
order to bear, on behalf of a University, a loss due to a change of mind on 
the part of the University authorities in. connection with the purchase of a 
private press. 

^'i) Para. 48 on pages 90 to 93 of the I’eport records the result of investi- 
gations by the Director of Commercial Audit of the transactions relating to 
the s.'de of certain forest concerns of the Government of the United Pro- 
vinces. 

(/) Pvnjnh. — Para. 133 of the report mentions a case of an embezzle- 
ment iiy a Tahsildar of a certain Bnb-Trea.sury tvho tvas induced by a gajjg 
of sv'indlers to misappropriate monev from the trea.snry. 

(n) Central Provinces . — Paragi-aph 98 of the report bi’ings to notice 
that the original forecast of the re.sults of tlje Mahanadi Canal project will 
not he realised. 
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JNUKTHJiKW iWUIA UpMMiiUClAl, AUDIT (JlKCLH. 

Government of India, 

Opium Factory, Ghazipur (Costing Section), 

Northern India Salt Revenue Department, Delhi. 

Imperial Institute of Veterinary Research and Dairy, Muktesar. 
The Agricultural Research Institute, Pusa. 

Imperial Cattle Breeding Farm, Karnal. 

Mathematical Instrument Office, Calcutta. 

Joint Hides Purchase Scheme, Cawnpore. 

Government of the Punjab. 

Chapter 2. 

Arts and Crafts Depot, Lahore. 

Shahdara Tannery, Lahore. 

Non-Chuptcr 2. 

The Central Workshops, Amritsar. 

Jails of tile Punjab. 

Government of Bihar and Orissa. 

Chapter 2. 

Match Factory, Patna. 

Non-Chapter 2. 

Manufacturing Jail, Buxar. 

Manufacturing Jail, Bhagalpur. 

Government of Bengal. 

Cinchona Department. 

^Iadras Commercial Audit Circle. 

Government of India, 

Imperial Institute of Animal Husbandry and Dairying, Wellington. 

Imperial Institute of Animal Husbandry and Dairying, Bangalore. 

! ' 

Government of Madras. 

Chapter 2. 

Saw Mill, Russelkonda, 

Kerala Soap Factory, Calicut, 

Fisheries Cannery, Cha.Iiyam. 

Nilambur Valley Forests, Nilambur. 

Mount Stuart Working Circle, Coimbatore. 

Industrial Institute, Madura. ' 

Industrial Engineers’ Workshop, Madras. 

Ink Factory, Madras. 

Cinchona Plantation and Factory, Ootacamund. 

Chenat Nair Exploitation Scheme, Olavakode. 

Non-Chapter 2. 

Wynaad Forests, Manontody. 

.Government Leather Trades Institute, Madras. 

Fruit Preserying Institute, Gponoor. 
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Army Factory Test Audit Circles. ' 

Western Circle. 

Harness and Saddlery Factoi’y, CaAvnpore. 

Clothing Deport, Shahjahanpiir. 

Ammunition Factory, Kirkee. 

Gun Carriage Factory, Jubbulporc. 

Eastern Circle. 

Gun and Shell Factory, Cossipore. 

Metal and Steel Factory, Tsbapur. 

Rifle Factory, Isbapur. 

Cordite Factory, Aruvankadu. 

Clothing Depot, Madras. 

Controller of Army Factory Accounts, Calcutta (Production Section). 

78. A brief review of the Avorking of the commercial concerns of the Cen- 
tral and provincial Governments during 1925-26 is given below : — 

SecuriUj Printing Press, Nnsik Rood. 

In para. 57 of my last letter I referred to the question of placing the 
accounts of the Press on a commercial basis and the deputation of an officer 
for that purpose. The Central Board of EcA'enue agreed to ray propo.sal 
to instal an accounting system under the rules of Chapter 2 of the Account 
Code. An Officer working under the Director of Commercial Audit visited 
the concern and submitted a report gmng effect to my proposals and he car- 
ried out an audit up to 28th February 1926. The Personal Ledger Account 
was opened from 1st April 1926. The Central Board of Revenue decided 
not to fix any limit for floating capital but to debit the Press Avith the cost 
of stocks and stores as an over-draft on Government bearing interest. The 
same procedure Avas to apply to Avorking capital. I haA'e pointed out the 
advantage of fixing a definile Avorking capital over a Amriablc OA’er-draft, 
and the matter is now under the consideration of the Central Board of 
Rei^enue. 

The net loss for the period 11th November 1925 to 31st March 1926 
amounted to Es. 1,14,085. 

The loss includes interest on capital at 5’54 per cent, per annum. 

His Majesty^ s Mint, Bornbay. 

The first accounts in commercial form and the rejiort, niz., for the, 
half-year ended 31st March 1927, are in course of preparation. 

His Majesty’s Mint, Calcutta. 

As stated in para. 56 of my last letter an officer under the control of 
the Director of Commercial Audit AA^as deputed to the Calcutta Mint to 
report on the existing system of accounts and to recommend a system of 
commercial accounts. This investigation Avas carried out betAveen February 
and May 1925. 

At the end of April 1926 another officer under the Director of Com- 
mercial Audit AA'^as ddtailed to introduce the new system of accounts at this 
Mint. The first audit report and accounts submitted since the installation 
of the commercial system of accounts Avas for the half-year ended 30th Sep- > 
tomber 1926, and the report is under the consideration of the Government 
of India. 


Creamery at Aiiaiid. 

Tliis concern Avas taken over from the Military Department to provide 
facilities for experimental AA^ork and the training of Indians in dairy Avork, 
Avith effect from Ist October 1925, but actual operations commenced in the 
latter half of November 1925. The period 1st October 1925 to 31st March 
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1926 shows a net loss of Rs. 17,931 inclusive of interest on capital which 
has been calculated for three months at 5’54 per cent, per annum. 

The loss is mainly clue to low i>roduction. 

Na^il: Distillery. 

The accounts for the year 1925-26 disclose a net profit of Rs. 7,73,842 
Onclusive^of a debit for interest on capital of Rs. 1,61,510) as against 
Rs. 7,38, in 1924-25. The Distillery showed satisfactory progress in 
1925-26. Production has appreciably increased though sales were slightly 
reduced. The percentage of gross profit to sales has increased from 36‘7 
in 1924-25 to 41-2 in 1925-26. 

Kkaywq^ur Distillery. 

The accounts for the year 1925-26 disclose a net loss of Rs. 8,529 as 
against a net profit of Rs. 33,220 for 1924-25. The interest charges for 
1925-26 amount to Rs. 33,992-3-2 as compared with Rs. 26,570 in 1924-25. 
Tlie loss is due to the following charges liaving been debited to the profit 
and loss account of 1925-26 though part of such loss should have been Imrne 
by previous trading periods. 

(1) Write oft’ of_ Stores Rs. 12,498-12-10, being loss on revaluation of 
stores; a large quantity of old stores having- been found unserviceable. 

(2) Write oft of Stationery Rs. 413-3-1 being useless stoclc taken over 
from the late ICIianapur Distillery Company. 

(3) Write oft of Laboratory apparatus Rs. 356-13-8. 

(41 Write oft of Steam Coal Rs. 2,022-8-7 being the value of unservice- 
able coal taken over from the Klianapur Distillery Company. 

Dcqniri Workshops. 

The net loss for the year 1925-26 is Rs. 3,295 as against Rs. 3,879 for 
1924-25 and is mainly due to the fact that the workshop was wmrking below 
capacity. The output amounted to Rs. 2,80,319. Interest on capital 
charged during 1925-26 amounts to Rs. 17,839, as against Rs. 18,429 in 
1924-25. 


Opium Factory {Costing Section), Ghazipiir. 

As indicated in my last letter a system of Cost Accounts has been in- 
troduced at the Opium Factory, and the Director of Commercial Audit con- 
ducts the audit of the costing section. 

Northern India Salt Revenue Department. 

The results of the trading for the year 1925-26 show a gross profit of 
Rs. 9,94,812 and a net loss of Rs. 3,34,032 inclusive of interest on capital, 
on the basis that the royalties and compensations debitable to manufacture 
for the year amounted to Rs. 3,27,038. According to a recent decision of 
the Government of India the amount to be taken into consideration on 
account of treaty payments and royalties in fixing the cost price of salt 
shoidd be Rs. 3 lakhs plus the actual royalty paid in the preeeding 5 'ear. 
Tlic amount of royalties and compensations debitable to manufacture accord- 
ing to this decision is Rs. 9,22,426. If this figure is included in the accoiints 
the net result of the manufacturing branch of the department would bo a 
net loss of Rs. 9,29,419. 

Imperial Institute of Veterinary Research and Dairy, Mvktesar. 

The local audit of the accounts of the Institute and Dairy was hitherto 
conducted by the Examiner of Local Fund Accounts, United Provinces. I 
decided that the responsibility for introducing a proper system of accounts 
in the Institute and for the audit thereof should rest with the Director of 
Commercial Audit. An inspection of the transactions of the year 1925-26 
w'as undertaken by an officer working under the Director. The inspection 
report revealed a serious financial irregularity amounting to over Rs. 41,000. 
This matter was dealt -with in a confidential report which I forwarded to 
the Government of India. 
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The Director of Commercial Audit prepared a system of accounts in 
commercial form for the Dairy which was forwarded, to the Agricultural 
Adviser to the Government of India in October 3926. In the audit and in- 
spection report for 1925-26 referred to above, it was recommended that the 
system should be introduced with retrospective effect from 1st July 1926. 
It is not yet known whether the system has been introduced. 

The Agricultural Research^ Institute, Pusa. 

At the request of the Government of India I arranged that an officer 
working under the Director of Commercial Audit should examine and re- 
port on the system of accounts' for this Institute with a view to the intro- 
duction of a commercial system of accounts. This work was duly carried 
out and the Government of India has recently accepted my proposals. It 
has been arranged that the Director of Commercial Audit will in future be 
responsible for audit. 

The Imperial Cnttle Breeding Farm, Karnal. 

The accounts for the year 1925-26 disclosed a loss of Us. 16,030 as 
against Es. 28,976 in 1924-25. The loss includes interest on capital at 6 
per cent, per annum, leave and pensionary charges, etc. Inlercst on capi- 
tal for the year amounted to Rs. 19,120. 

Mathematical Instrument Office, Calcutta. 

A commercial system of accounts has been introduced with effect from 
1st April 1927. 


Arts and Crafts Defot, Lahore. 

The accounts for the year 1925-26 .showed a profit of Es. 560 as against 
a net loss of Rs. 4,338 for 1924-25. Interest on capital was charged at 6 
per cent. 

'Shahdara Tannery, Lahore. 

The year 1925-26 shows a loss of Es. 99,284 as against Es. 46,676 in 
1924-25.' The greater portion of the loss was due to floods which seriously 
affected tanning operations. 

Interest on capital has been charged in the accounts at 6 per cent. 

The Central ^yorhFhofs, Amritsar. 

A commercial system of accounting was introduced at this workshop 
on 1st April 1927. 


Jails \of the Punjah. 

A system of commercial accounts has been drawn up for the manufac- 
turing sections of these I’ails, and an officer working under the control of the 
Director of Commercial Audit will shortly supervise the introduction of 
the system. 


Match Factory, Patna. 

The Demonstration Match Factory at Gulzarbagh was started by the 
Government of Bihar and Orissa on the 28th July 1925 with the following 
objects in view : — 

(a) To show that good m'atches could be produced at a profit in a 
well-equipped factory. 

(&) To enable persons to see all the best types of match machinery in 
action. 

(c) To train any person who desires to learn how to make matches in 
an up-to-date manner. 

The first accounts of the factory for the period ending 30th September 1926 
showed a net loss of Rs. 15,634-9-10, 
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Manufacturing Jails {Buxar and Bhagal'pore.) 

A quasi-commercial system has been introduced recently at these jails 
and an audit will shortly be conducted by an officer of the Commercial Audit 
Branch. 


Cinchond Department, Bengal. 

An officer was recently deputed to examine and report on the existing 
system of accounts of^the Bengal Cinchona Department, with a view to in- 
troduce a commercial system of accounts for that Department. The officer 
has since completed his investigation. 

Imperial Institute of Animal Husbandry and Dairying, Wellington. 

The net financial result for the year was a loss of Rs. 8,340 inclusive 
of interest charges, as against Rs. 9,600 during 1924-25. Taking into 
account indirect charges also on account of interest leave and pension lia- 
bilities, audit fee, the aggregate loss is Rs. 21,014 as against Rs. 21,928 in 
1924-25. The loss, which is mainly under the head “milk,” is due to the 
following causes : — 

(1) Re-valuation of cattle resulting in a decrease of Rs. 4,290. This 

loss was abnormal and unlikely to recur. 

(2) Contagious abortion among the herd which affected appreciably 

the milk yield of the year. 

(3) Prevalence of Jhones disease. 

Imperial Institute of Animal Husbandry and Dairying, Bangalore. 

The accounts for 1925-26 showed a loss of Rs. 53,539 after the inclu- 
sion of interest on capital, leave and pensionary charges, and audit fee. 
Losses on the production and sale of dairy produce alone amounted to 
Rs. 36,460 as against Rs. 26,690 in 1924-25. The loss is mainly due to — 

(а) The inoculation of animals. A serious loss of Rs. 12,500 resulted 
from the inoculation of animals as a preventive against Jhones disease. 
About 100 healthy animals were inoculated with a vaccine containing 
Tubercle Bacilli between 1st and 10th October 1925 by an officer of the 
Imperial Institute of Veterinary Research, Muktesar, with the approval 
of the Imperial Dairy Expert. This inoculation resulted in the death of 
most of the animals. I have drawn the attention of the Government of 
India to this matter. 

(б) The prevalence of Jhones disease and foot and mouth disease dur- 
ing the year. The loss in the milk yield due to this cause was Rs. 5,225. 
The book value of the animals whose deaith was due to Jhones disease 
amounted to Rs. 3,200. 

(c) Special repairs to tramAvay lines costing Rs. 2,230. 

Concerns of the Government of Madras. 

The Government of Madras has now agreed to my proposals whereby 
interest on capital should be included in the accounts of concerns from the 
date of commercialisation. The rate of interest charged in 1925-26 was 
5-20 per cent, as against 6'08 in 1924-25. 

Saio Mill, Russellconda. 

The net loss for the year, exclusive of interest on capital, amounted to 
Rs. 895 as against a loss of Rs. 1,895 in 1924-25. Interest on capital at 
5-20 per cent, amounted to Rs. 23,201-9-0. 

The loss is due to the fact that the Mill was closed for more than 7 
montlis during the year under review. The average wastage on conver- 
sion during 'the year is practically the same as in 1924-25, viz., 62 per 
cent. This high’ rate is due to inferior timber extracted. 
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Kerala Soap Factory, Calicut. 

The profit for 1925-26 exclusive of interest on capital is Ils. 10,722 
as against Rs. 23,164 in 1924-25. Interest on capital for 392o--G calcu- 
lated on the mean of the opening and closing balances of each quarter was 
Rs. 18,300. 


Fisheries Cannery, Chaliyam. 


The net loss for the year 1925-26 exclusive of interest on capital was 
Rs 4 822 as against Rs. 7,432 in 1924-25. Interest on capital at 5 20 per 
cent, amounted to Rs. 5,758. The hcaiy accumulation of stocks and poor 
sales necessitated the closing down of canning operations during 1925-26. 
The lochl Government has sanctioned the continuance of the Cannery up 
to 31st March 1927. 


Nilamhur Valley Forests. 

The year 1925-26 shows a profit of Rs. 1,97,572 (inclusive of interest 
on caiiital amounting to Rs. 23,585) as against a profit of Rs. 1,58,091 in 
1924-25. This includes a profit on the lieypore Saw iMill of Rs, 74,288. 

Mount Stuart Working Circle. 

The accounts for 1925-26 sliow a net profit of Rs. 18,901 inclusive of 
interest on capital, as against a net profit of Rs. 4,239 in 1924-25. In- 
terest on caiiital amount to Rs. 23,281 during 1925-26. 

Tliere has been a reduction of overhead charges from annas -'/ll /5 per 
eft. in 1924-25 to annas -/9/10 per eft., but the turnover shows a reduc- 
tion. 


Industrial Institute, Madura. 

The accounts for the year disclosed a loss of Rs. 8,130 exclusive of 
interest on capital. The interest on the mean of the opening and closing 
cajiital balances for the year amounted to Rs. 24,698. 

indzestrial Engineers' Workshop, Madras. 

The net profit for the year 1925-26 amounted to Rs. 9,080 exclusive of 
interest on capital, as against Rs. 4,237 in 1924-25. Interest on the mean 
of the quarterly balances at 5 20 per cent, iier annum amounted to 
Rs. 6,530. 


Industrial Institute {Ink Factory), Madras. 

The loss for 1925-26 amounted to Rs. 1,604 exclusive of interest on 
capital, as against a net profit of Rs. 3,110 for 1924-25. Interest on the 
mean of the quarterly balances at 5-20 per cent, amounted to Rs. 1,385 in 

1 qoc od * ^ 


Cinchona Plantation and Factory, Ootacgmzin’d. 

• profit for the year 1925-26, including a debit for interest on 

1 qo!( oc ^ T ■ amounted to Rs. 1,79,103 as against Rs. 3,28,115 in 

100 ) oc capital amounting to Rs. 79,569 was not charged in 

or ^ reduction of Rs. 78,000 in gross profits as compared 

'? .A "^hich is chiefly due to the low valuation of Quinine Sulphate 

at 31st March 1926, and a reduction in sales of Rs. 70,000. 

Chenat Fair Eaploitation Scheme, Olavakode. 

Hip year 1925-26 amounted to Rs. 35,383 and the loss for 

the Saw Mill fimounted Rs. 88.695 both exclusive of interest on capital 
which amounted to Rs. 25,608 at 5-20 per cent, per annmr The loss for 

factory ^^Sales^hnv” 1)23,189. The working results are far from satis- 
stocks^' ^ accumulation of 
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Wynaad Forests. 

The not profit for 1925-26 exclusive of interest on capital is Rs. 19,217 
as against Rs. 44,219 for 1924-25. Interest on the mean of the opening 
and closing balances of each quarter at 5-20 per cent, amounted _ to 
Rs. 20,233. The cost of production is annas -/7/5 per eft. as against 
aimas -/8/2 in 1924-25. This is mainly due to reduction of overhead 
charges as the result of increased felling. 

Government Leather Trades Institute, Madras. 

The year 1925-26 shows a loss of Rs. 55,732 exclusive of interest on 
capital, as comj^ared with Rs. 45,380 in 1924-25. Interest on capital on 
the mean quarterly balances at 5-20 per cent, is Rs. 4,907. The sales of 
leather in 1925-26 amount to Rs. 12,220 as compared with Rs. 5,997 in 
1924-25 and Rs. 5,540 in 1923-24. 

Fruit Preserving Institute, Coonoor. 

During 1025-26 the Institute was closed down. The local Government 
decided that in future only a liquidation account should be prepared. The 
loss for the year, exclusive of interest on capital, amounted to Rs. 17,204 
as against a loss of Rs. 23,680 for 1924-25. Interest on capital at 5-20 
per cent, amounts to Rs. 8,022. The sales for the year amounted to 
Rs. 8,712 as against Rs. 17,980 for 1924-25. 

Army Factory^ Test Audit Circle. 

79. ^n officer and staff working under the control of the Director of 
Commercial Audit conducted a test audit of the accounts of the Army Factor- 
ies. During 1925-26, they concentrated on costing efficiency and internal 
control matters Numerous minor irregularities were brought to the notice 
of the authorities concerned, together with general notes on improvements 
recommended in the accounting system. 

XIII.—Tours, Test Audits and Inspections. 

80. In 1926-27 I visited the following offices : — 

(1) Office of the Accountant General, Bengal. 

(2) Office of the Accountant General, Posts and Telegraphs. 

(3) Audit Office, East Indian Railwaj . 

(4) Audit Office, Eastern Bengal Railway. 

(5) Office of the A. G., Bihar and Orissa. 

(6) Office of the Comptroller, Assam. 

(7) Office of the Director of Audit, U. P. and experimental Pay and 

Accounts offices in these provinces. 

(8) Office of the Accountant General, Punjab (twice). 

(9) Office of the Deputy Director of Army Audit, Rawalpindi. 

(10) Office of the Controller, Military Accounts, Rawalpindi. 

(13) Office of the Accountant General, Bombay. 

In all provinces I discussed important matters with the local Govern- 
ments and in Bengal I attended a meeting of the Public Accounts Committee. 

81. The following offices have been inspected by the Deputy Auditors 
General since the report made in paragraph 60 of my letter forwarding the 
Audit Reports for 1924-25 ; — Offices of the Accountants General, Bihar and 
Orissa, Madras, Burma, Railways, Telegraph Check Office, Calcutta, Deputy 
Accountant General, Posts and Telegraphes, Telegraph Branch, Calcutta, 
Deputy Accountant General, Posts and Telegraphs, Nagpur. 

82. Since the report contained in paragraph 61 of my letter forwarding 
the Audit Reports for 3 924-25 the following additional information has iDcen 
received regarding the audit performed during 1925-26 by the Peripatetic 
Staff of the’ Military Test Audit Department: — 

(fl) 13 units and formations were locally audited during 1925-26 in addi-- 
tion to the 159 mentioned in the letter referred to above. 



(h) One Jiunclred and forty-one units and formations were locally audited 
during 1926-27. . , 

(c) The test audit work of the Stationery Staff during 1926-27 was 
divided into thi’ee cycles of 4 months each. All sections except tlie Officers’ 
Sections were test audited .during tlie year. 

(d) The annual audit of the Military Accountant General’s J’ay and. 
Army List Sections and the audit of the Favji Akhbar was cjirried out by 
the Director of Army Audit during 1926-27. 

XIV.- -Secretary of State’s orders on the Appi opriation Reports and on other 

miscellaneous matters. 

83. A reference is invited to para. 44 of my letter No. 700-Admn./270-26, 
dated 9th July 1926, forwarding the Appropriation Reports for 1924-25. I 
again invite attention to the fact that 1 have not yet received orders on the 
points raised in the following paragraphs of my letters forwarding the Ap- 
propriation Reports for 1923-24 : 

(a) The suggestion made in jjara. 16 of letter No. 929- 
Admn./228-25, dated the 8th July 1925, that all 
authorities in India should be informed that, when the 
Auditor General decides that a reference to the Secretary ol 
State is necessary, such reference should be made with reason- 
able promiJtitude. 

(&) The comments made in paras. 25 to 29 of the same letter regard- 
ing the utilisation of the Famine Insurance Grant and Fund. 

(c) The question raised in para. 46 of my letter for\varding*'thc Ap- 
propriation Reports for 1924-25, as to whether the Auditor 
, General should not be given the right of direct access to the 

Secretary of State, or in the alternative, w’hether the Secretary 
of State would not bo pleased to make a clear pronouncement 
as to the nature of the cases in which the Auditor General may 
require the Government of India to make a reference to the 
Secretary of State on his behalf. 

84. I also invite special attention to the case mentioned in para. 
46 of the Appropriation Report on the Civil accounts of the Government of 
India for 1925-26, forwarded herewith, and respectfully bring to the notice 
of the Secretary of State tlie fact that my comment regarding the defect in 
rule 8 of the Fundamental Rules was not referred to him by the Government 
of India. 


I liave the honour to be, 
Sin, 

Your most obedient servant, 
M, F. GAUNTLETT, 
AucHtor General India. 


No. 1072-Admn./30a— 27. 

Copy forwarded for information to all local Governments and the Ac- 
countants General, the Director of Audit, United Provinces, the Comptrol- 
A Press and Customs Accounts, Director of Army 

Audit, Audit Officers, Indian Stores Department, Bombay Development 
Scheme and Lloyd Barrage and Canals Construction. 

C. W. C. CARSON. 

Controller of Civil Account?. 

Delhi ; '• 

The 26th July 1927. 
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SCHEDULE. 

Reports for the year 1925 - 26 . 

1. Audit and Appropriation Accounts of the Central Government (Civil), 

prepared by the A. G. C. R. 

2. Appropriation Accounts of the Army, Marine and Military Engineer 

Services, prepared by the Financial Adviser, Military Finance. 

3. Audit Report on the Appropriation Accounts of the Army, Marine and 

Military Engineer Services, prepared by the Director of Army Audit. 

4. Audit and Appropriation Report on the accounts of the Posts and Tele- 

graphs Department, prepared by the Accountant General, Posts and 
Telegraphs. 

5. Audit and Appropriation Accounts of Railwaj’-s in India, pre- 

pared by the Accountant General, Railways. 

6. Audit and Appropriation Accounts of the Government of Madras, pre- 

pared by the Accountant General,' Madras. 

7. Appropriation Report on the accounts of the Bombay Presidency (in- 

cluding Sind), prepared by the Accountant General, Bombay. 

8 Audit and Appropriation Accounts of the Government of Bengal, pre- 
pared by the Accountant General, Bengal. 

9. Appropriation Accounts of the Government of United Provinces, pre- 
pared by the Director of Audit, United Provinces. 

10. Audit and Appropriation Accounts of the Government of Punjab, pre- 

pared by the Accountant General, Punjab. 

11. Appropriation Report on the Accounts of Burma, prepared by the 

Accountant General, Burma. 

12. Appropriation Report on the accounts of the Government of Bihar and 

Orissa, prepared by the Accountant General, Bihar and Orissa. 

13. Audit and Appropriation Accounts of the Government of Assam, pre- 

pared by the Comptroller, Assam. 

14. Appropriation Report on the accounts of the Government of Coorg, pre- 

pared by the Accountant General, Madras. 
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inents and tlieir replies Avere awaited. A reminder in September 
1926 elicited a reply that the A'iews of the local Goveimments 
had since been received and are under consideration in the 
Department of Industries , Health and Lands. 

{b) In continuation of my suggestions on the system of payment by 
means of Avarranls for railwaj' tickets purchased by, or for the 
use of. Police OlTiccrs trar'clling on duty, I brought to the notice 
of the Government of India, in July 1919, certain frauds Avhich 
occurred in connection with the use of the Railway warrants by 
the Military De])ai‘tmcnt and suggested that the frauds not only 
emphasised the need of additional precautions but also indicated 
tlic dangers inherent in the Avarrant system. In May 1922 
I AA'as informed that it aaus proposed to consider the present 
system of issuing AAarrants and credit notes for military traffic 
by a joint’ Committee consisting of Mi itary. Police and Raihvay 
Departments. The Committee Avas appointed in 1924 and in 
tSeptember of that year I was informed that it had made a report 
to the Government of India. In April 1927 the Government of 
India issued orders on the sj’stcm of RailAA’ay Avarrants or credit 
notes in the case of Police Department onl 5 ^ A reminder in 
l\ray 1927 has elicited a reply that the matter relating to the 
issue of AA’arrants and credit notes for mihtaiy traffic is still 
under the consideration of the Armj' Department. 

(c) A certain ju’ovincial Government delegated to the High Commis- 
sioner for India the ]io\ver of re-ajrpropriation of funds from 
a unit of apj)roi)Tiation under a major head to the corresponding 
unit under another major head A\dthin the same grant. As 
the delegation seemed to bo nllm vires of Rule 38 of the Devolu- 
( ion Rules and as the matter might alTcct other provinces also, 

I submitted this case to the Government of India in October 
1923 for an authoritatiA^e ruling. In Slarch 1924 I aaus informed 
!)}• the, Government of India that under existing Rule 38 of the 
DoA'oIution Rules jirovincial GoA^ernmonts Avorc not competent 
to delegate to the High Commissioner poAvers of re-appropriation 
from one major head to another AAuthin the same grant and that 
the Government of India Avei'o approaching the Secrctar}’’ of 
(SUate AA'ith a vicAV to De\mlutiou Rule 38 being suitably amended 
so as to permit the delegation by the Finance Depai^tment of 
proA'incial GoA'crnmcnts to the High Commissioner of any 
poAA'er.s of rc-appropi-iation AA'hich they themselves enjoy under 
that rule. In his despatch No. 26-Financial, dated the 23rd 
October 1924, the Sccrctaiy of State accepted the proposals of 
the GoA'ernment of India to the amendment of Rule 38 of the 
■ DcA’olution Rules but pointed out that the extent to AA'hich the 
High Commissioner AA'ould be able to aA'ail himself of these 
poAvers AA'ould be clearly dependent upon the procedure adopted 
in regard to the grant for expenditure of his office. He also 
suggested to the GoA'crmncnt of India to consider in this con- 
nection certain poAvers of re-appropriation in the case of voted 
.. expenditure incurred b 3 ’' him on behalf of provincial Govern- 
ments. In April 1925 the Government of India inAuted the 
opinion of the proAuncial Governments on this matter. I have 
not 3 'ct received any final orders on the subject. 

((/) In paragraph 5 of m 3 ’’ letter forAv'arding Audit and Appropriation 
Accounts of the Central Government (Cml) for 1924-25, I drcAv 
attention to a case of veiy long and serious delay in the consi- 
deration of a question referi'cd by me to the GoA’^ernment of 
India on the subject of revi.sion of electric installation and 
current chai’gcs in the residences of Heads of Provinces. , I 
understand that a despatch on the subject has since been "sent 
to the Secretary of State. - 



4. I aisd desire to draw .attention to the following case relating to the 
audit of Secret Service exijenditure, an early settlement of which is most 
desirable. 

Under Rule 9 {in) of the rules framed by the Secretary of State in Council 
under Section 96-D (1) of the Government of India Act, the Auditor General 
shall have authority, subject to any orders of the Secretary of State in Council 
prescribing the nature and extent of the audit to be applied to specified 
classes of expenditure, to frame rules in all matters pertaining to audits 
particularly in respect of the method arrd extent of audit and the raising and 
ptirsitance of objections. Rule 17 of the rules i-efen-cd to above provides that 
‘ the Auditor General shall have pbwer to rcquii-c tliat any bboks papers or 
v'ritings relating to the accounts audited by the Audit Departmeirt shall be 
sent for inspection by him or by any other officer of the Indian Audit Uejrart- 
raent provided that if the Governor General in Council or the local Govern* 
ment, as the case may be, certifies that the documents in rpicstion are secret 
the Auditor General or other officer, as the case may be, shall accept, in lieu 
of such documents and as a correct account of the facts stated therein, a state- 
ment certified by the Governor General in Council or the local Government.’ 

In annexure 14 of my Report of an enquiry into the possibility of assimi- 
lating Indian Appropriation Reports to the corics))onding British Reports 
I suggested the necessitj’^ of issuing pertain detailed instructions regarding the 
audit and accounting of Secret t'crvice exjiendilure. A few of the main 
points requiring settlement were — 

(a) A clear definition .should be proscribed, in consultation with the 
Auditor General, of what may bo treated as secret c.x 2 )enditure 
in the estimates and approiwiation accounts. 

{b) A complete I’st should be prepared of all items of expenditure 
included in each of the various central grants which may bo 
covered by the prescribed definition of secret cxiienditure. 

(c) The in’oeedure for the audit of .secret exj)onditurc would bo deter- 
mined by the Auditor General. 

(cl) For each grant the Administrative Department should jn'esoribe, 
in consultation with the .Finance i)c]iartmcnt, the authority 
on whose certificate the total expenditure brought to account 
against a secret e.xpenditurc sub-head of the grant is to be 
admitted in audit against that sub-head. 

(e) The form of certificate to bo recorded by tl)e rc-sponsiblc controlling 
authority shou'd be jn’cscrilled. 

The recommendations made bj’’ me in the Enquiry Report were accepted 
generally by the Government of India. In July 1925 1 submitted to the 
Government of India a set of draft rules for the regulation of Secret Ser^^cc 
expenditure. These rules were discussed in an inter-dejiartmental conference 
held on 11th January 1927, but so far I have not heard that these, or any 
alternative, rules have been sent to the Secretary of State for consideration. 

5. I also append to this letter a consolidated statement (Statement ‘ A ’) 
in which the expenditure from all central Grants, whether voted or^non-voied, 
is set forth. It will be seen that in the aggregate the actual expenditure was 
19,37 lakhs less than the final grant. Statements ‘ B ’ and ‘ C ’ enclosed 
show the excess over ‘ voted ’ and ‘ non-voted ’ grants which require the 
sanction of the Legislative Assembly and of the Finance Department of the 
Government of India, respectiveljf. 

6. I desire to offer tlie following comments on the Audit and Appropria- 
tion Accounts. 

7. Paragraph 3- — {a) Third sub-paragraph. — A reference is invited to 
paragraph 5 of the Government of India, Finance Department, Resolution 
No. D.-1163-A., dated the 5th May 1927. 
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(b) Fourth sxih-2Mragraplh. — The accounts maintained by the Accounts 
Department are the official accounts and must be accepted. It is for the 
Controlling officers to prove to the Accountant General that his figures are 
incorrect and thus induce him to correct his figures. 

8. Paragraph d. — The large savings under ‘ Loans and Advances ’ are 
mainly due to overbudgeting under ‘ Civil Advances ’ and ‘ Advances to the 
Provincial Loan Pund ’ — especially under the latter. Similar overbudgeting 
under these heads occurred in 1924-25 and it attracted the attention of the 
Committee of that year. The Public Accounts Committee may desire to 
emphasise again the necessity ol obtaining from the local Governments a 
more reliable forecast of loans required by them. 

Omitting the figures of ‘ Loans and Advances ’ from the table in para- 
graph 4, the percentage of savmgs in the voted grants comes to 10 which is 
6 per cent, worse than the results obtained in 1924-25. This is much larger 
than the percentage which is regarded as a reasonable saving on a close esti- 
mate. I ma}’^ remark that in England the Comptroller and Auditor General 
in commentmg on the Civil Services Appropriation Accounts for 1925-26 point- 
ed out that the savings were 1 * 5 per cent. only. 

The Public Accounts Committee may desire to investigate the system of 
budgeting under those grants in which the largest pereentage of savings occur, 
as sho\vn in paragraph 6 of the Report, specially under grants 17, 18, 20, 55, 70, 
71 and 81 in regard to which similar savings occurred in 1924-25 a so. The 
savings were over 40 per cent, of the original grant in grants 71, 83 and 87, 
between 30 per cent, and 40 per cent, in gi'ants 82, 86 and 88 and between 20 
per cent, and 30 per cent, in grants 20, 55, 70, 81 and 86-A. The supplement- 
ary grants under 55, 70, 71 and 81 were not requii’ed unless they were for 
‘ new services ’. 

9. I have endeavoured to ascertain whether the savings under grants 
which come under the scrutiny of Pay and Accounts Officers are noticeably 
smaller than those under other grants. The comparison is admittedly inade- 
quate, but the figures have some value. Omitting grant No. 86 (Capital 
Outlay on New DeUii) the saAings under voted expenditure in the former 
grants amount to 7 • 9 per cent. If grant No. 55 (Agriculture) also be omitted 
the savings amount to 6*0 per cent. The savings under voted expenditure 
in the other grants omitting grant No. 88 (Loans and Advances bearing 
interest) the savings amount to 12 *9 per cent. 

10. Paragraph 8. — The orders of the Government of India are contained 
in paragraphs 3 and 8 of the Finance Department Resolution No. D.-1163-A., 
dated the 5th May 1927. The Committee may like to express the hope that 
future Approi)riation Accounts Udll indicate better results. 

11. Paragraph 9 and szib-paragraph (i) of paragra^gh 13. — ^The attention 
of the Public Accounts Committee is invited to the excesses over voted grants 
mentioned in this paragraph Avhich require the sanction of the Legislative 
Assembly. In this connection atteirtion of the Public Accounts Committee 
is also invited to paragraph 109 of the Report. It will be noticed that in the 
case of voted grants both the number and gross amount of the excesses 
exceed those relatnig to 1924-25, and hi the case of non-voted appro- 
priations, although there is improvement in the gross amount involved the 
number of excesses is much larger than that of the year 1924-25. The 
orders of the Government of India issued on the recommendations of the 
Committee’s predecessors on tliis point Avill be found in paragraph 4 of 
the Government of India, Finance Department Resolution No. D.-1163-A., 
dated the 5th May 1927. The Public Accounts Committee may like to express 
the hope that the view entertained in the last sentence of that paragraph 
Avill materialise in future years. 

As regards the second sub-paragraph of paragraphs it is understood that 
foi-mal sanction to supplementary grants should be obtained even though 
•allotments are made by the Finance Department from the Reserve. 
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12. Paragraph 11— In view of Avhat is stated in the last sub-paragraph 
the Public Accounts Coininittec may desire to express the view that a more 
drastic cut in the estimates of Avorks Avliere very large and important savings 
are usually found to occur Avould result in closer estimates. 

The Committee Avill doubtlc.ss take into consideration the English prece- 
dent refeiTed to in tlic last five lines. 

13. Paragraph 12. — In this connection a reference is invited to the state- 
ment on pages 335 to 31 1 of the Report. It is not iced that, in making the allot- 
ments from the ‘ Reserve 26 grants and one non-A’^oted head, viz., ‘ 2!)- 
Political ’ Avere operated upon, but, in the Ciasc of no less than 16 grants and 
the non-voted head refciTcd to, tlie allotments ])rovcd to be unnecessary, in 
vieAV of the savings AA’hicli xiltimatcty occurred under them. The same state 
of affah-s is noticeable in many cases under the indiA'idual subheads to Avhich 
allotments AA'ere made. It appears therefore tliat the allotments from the 
‘ Reserve ’ were asked for and sanctioned AA'ith little or no reference to the 
progress of expenditure under the grant as a A\ holc. 

The Public Accounts Committee may like to express tlie hope tliat the 
new system of control over expenditure mentioned in paragraph 13 {ii) of 
fthe report AAdiich lias been introduced from Ist October 1926 AA'ill improAm the 
position in future. 

The Public Accounts Committee may also Avish to consider Avliether it 
Avould not suffice if in the first place a mere promise of assistance from the 
Reserve is given, this promise only being imj)lcmcnied if and Avhen found 
neccssaiy. 

14. Paragraph 14. — These supplementary grants and rc-nppro])riations 
would appear to indicate inadequate knoAvledge regarding the ])rogrcss of 
expenditure. 

15. Paragraph IS . — It has been recognised that a’ demand once voted by 
the Legislature cannot be reduced by any authority and consequently such 
re-appropriations A\diothcr from one A'oted grant to another, or from a voted 
grant to a non-voted head, have the effect of reducing the grant from Avhich the 
transfer is made and is therefore to be regarded as unconstitutional. 

16. Paragraph 20, last sub-paragrajyJi. — ^Thc attention of the Public 
Accounts Committee is inAuted to this sub-paragraph. The inclusion of such 
items in the list aa'ouW seem to be unnecessary. 

17. Parajfrap/is 23 to 27 liaA^c been printed across the page. 

18. Paragraj)h 29. — The Public Accounts Committee may desire to ascer- 
tain Avhat progress has been made in regard to the revision of the Sea Customs 
Act, and AAdien it Avill be possible to lay a definite pi-oposal for this before the 
Legislative Assembly. The need of an earl^'^ revision of the Act has been em- 
phasised more than once by the Audit Department and has been accepted by 
the Public Accounts Committee. 

19. Paragraph 30 (i). — ^In foi’AA'arding to the Government of India the 
Executive Report for 1925-26 prepared by the Accountant General, Central 
Revenues, I made the foUoAA'ing comment on this case : — 

“ I have recentty had to deal AA'ith a number of cases of overpayments 
in various proAdnees due to the irregular maintenance of leave 
accounts of noii-gazettcd Government servants.* The duty of 
maintaining these accounts rests AAuth the ' administratiAm 
authorities and there is little chance of audit scrutiny' other 
than at long interA'^als. In aucav therefore of the fact that any 
AATong calculation is liable to result in considerable loss, AA’lucii 
in most cases AAdll be recurring, it seems desirable that the GoAmrn- 
ment of India should take steps to impress upon the responsible 
officers the importance of accurate maintenance. I shall ahvays 
be glad, in the initial stages, to place the expert advice of my 
audit officers at the disposal of the executive authority.” 
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20. Paragraph 32 . — endorse the hope expressed by the Acconntant 
General that steps will be taken to remedy the very serious over-budgeting 
under this grant. A review of the Appropriation Accounts for this grant 
on pages 105 to 109 indicates clearly that both the original budget and the 
changes in provision during the year were unsatisfactory. 

21. Paragraph 35 . — ^The Audit report on the accounts o'” the Northern 
India Salt Revenue Department for 1925-26 recently received by the Director 
of Commercial Audit reveals the situation as follows : — 


Under the orders recentty issued by the Government of India in their 
Finance Department letter No. D.-1058-A., dated the 27th 
April 1927, the Roj^alties and Compensations debitable to 
manufacture for the yea • amount to Rs. 9,22,426. 

(a) The gross profit or loss as per Trading Account for the three 
salt sources or divisions for which separate accounts have been 
kept up, is given beloAv separately : — 

Unit. Gross Loss. Gross Profit. 

Us. n. p. Its. a. p. 

Salt Bnnge Division . . . . . . . . 40,360 1 1 3 

Samblinr Lake . . . . . . . . . . . . 10,26,444 6 • 4 

Pnchblifldro . . . , . . . . . . . . 8,724 6 3 


Total .. .. .. .. 40,366 11 3 10,35,168 11 7 

Total Gross Profit . . . . . . . . Rs. 9,94,812 0 4 


(6) Taldng into account the revised figures for Royalties and Com- 
pensations sanctioned recently by the Government of India, 
the net results arc as follows : — 


Unit. 


Salt Range Division . . 
Snmbbar Lake 
Pachbhndra , . 


Net Loss. 
Rs. a. p. 
4,08,641 8 0 
4,49,705 0 2 
71,082 16 4 


Total 


9,29,419 7 0 


22. Paragraph 39 . — In forwarding to the Government of India the Execu- 
tive Report for 1925-26, prepared by the Accountant General, Central 
Revenues, I made the following remarks on this case : — 

“ In this connection, I would invite attention to paragraph 26 of 
this office letter No. 367-Admn.-350 — ^25, dated the 19th April 
1926. It may be brought to the notice of the Government of 
India that there has been an increasing tendency all over India 
for irregularities and embezzlements in regard to stamps to grow 
in number. I fear that treasuiy officer’s are inclined to make 
light of their responsibility m this < onnection, and the issue of a 
special circular seems necessai’y to emphasise the fact tliat stamps 
are practically equivalent to cash, and that disregard of their 
, safety will receive exemplary punishment in future.” 

The Publie Accounts Committee may hke to endorse the view expressed in the 
last sentence of these remarks. 

23. Paragraph 46 . — ^My comment regarding the defect in Rule 8 of the 
Fundamental Rules was not referred to the Secretary of State. 

24. Paragraph 49 . — ^The accountant was not deputed by the Auditor 
General, but was lent on deputation at the request of the administrative 
department. 
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25. Paragraph 51 . — In forwarding to the Government of India the 
Executive Report for 1925-26, prepared by tlie Accountant General, Central 
Revenues, I made the following comments on this case : 

“ It appears that in the bills submitted to audit the official designations 
of the clerks must have been incorrectly stated If so respon- 
sibility attaches to the head of the office, who signed the bills.” 

26 Paragraph 52 . — Attention of the Public Accounts Committee is 
invited to this paragraph. The Committee may like to express a hope that 
early orders will be issued by the Government of India on these matters. 

27. Paragraph 53 — In this connection attention of the Public Accounts 
Committee is invited to item (49) on page 88 of the report. The loss in the 
year under review is considerably greater than it was in the previous year. 
While it may be too early to determine whether the department will become 
self-supporting or not, the Committee may like to enquire M'licthcr any im- 
provement in the position of the dciJartmcnt can be looked for in the near 
future. 

28. Paragraph 5d. — ^Thc Public Accounts Committee may like to enquire 
whether the Government of India have since pointed out to the High Com- 
missioner the desirability of making agreements entered into by him conform 
to the various " House Rent Allowance Rules ’. 

29. Paragraph 56. — It is understood that the redraft of Rule 45 of the 
Fundamental Rules has since been sent to the Sbcrctai’y of State for sanction. 

30. Paragraph 57. — ^The attention of the Public Accounts Committee is 
invited to this paragi'aph. 

31. Paragraph 58. — The special attention of the l^ublic Accounts Com- 
mittee is invited to this paragraph and to item (56) of paragi’aph 111. 

32. Paragraph 59. — I endorse the view expressed in the second sub- 
paragraph of this paragraph. 

33. Paragraph 64. — If the existing rules are inapplicable to present 
conditions it is desh-able that they should be revised as soon as possible. 

34. Paragrapth 66. — ^I endorse the view expressed in the last portion of 
this paragraph. At the same time I would point out that the expenditure 
finally recorded under each head is determined not merely by the total ex- 
penditure on establishment and tools and plant but also by the works ex- 
penditure. TJius a more accurate estimation of the latter is also essential. 

35. Paragraph 67.— 1 have asked the Examiner of Government Press 
Accounts to send 'the Dejmeciation I^und Account in a complete form, if 
possible, and also as many audit certificates as he can on or before the 25th 
J^uly 1927. 

36. Paragraph 74.— -The attention of the Public Accounts Committee 
is invited to the last two sub-paragraphs. It may like to consider the desiiv 
ability of introducing the safeguards suggested by the Accountant General. 
The reason put forward by the local admmistration for not taking any further 
action docs not seem to justify dispensing with the safeguards suggested by 
the Accountant General or with communicating to the Civil Surgeon concern- 
ed how far his action or failure to act had contributed to the jnisappropria- 
tion 

37. Paragra 2 )h 79 (i) and (Hi). — ^The Public Accounts Committee may 
wish to ascertain hoAV these matters stand. 

38. Paragraph 80. — ^In forwarding to the Government of India the Exe- 

cutive Report for 1925-26 prepared by the Accountant General, Central 
Revenues, I made the folloAving comment : — , 

‘ I presume that the responsibility for the double claim of the olficer 
, who took the advance Avill be investigated.” 

The Public Accounts Committee maj' like to enqu’re whether the investiga- 
' tion has since been made and if so with what result. 

39. Paragraph 81. — ^Presumably the Saw Mill Operator drew Iris passage 
and other expenses from Government on his arrival at North Andaman 


I 
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without refunding the advance given Mm by the ta. If so the Public 
Accounts Committee may desire to ascertain whether any disciplinary action 
was taken against him. 

40. Paragraph 82. — ^The payment of two identical bills on the same day 
by the Pay and Accounts officer indicates serious absence of system or 
gross carelessness The Public Accounts Committee may desire to consider 
whether a mere warning to the assistants concerned is sufficient. 

41 Paragrapih 84 . — ^Tliis considerable saving due to the action of audit 
is brought to tlie notice of the Public Accounts Committee. 

42. Paragraph 85. — Reference is invited to the comments in paragraph 12 
of tills letter. 

43. Paragraph 87. — ^Attention of the Public Accounts Committee is in- 
vited to the remarks made in the last sub paragraph ivhich I endorse. 

44. Paragraph 100. — The Public Accounts Committee will no doubt 
realise that my instructions relate merely to the classification within the ac- 
counts. I do not form the administrative decisions on which those instructions 
are based. 

45 Paragrapli 106 (a). — Attention is invited to paragraph 40 of my 
letter to the Goveriunent of India forwarding the Audit and Appropriation 
Accounts of Railways in India for the year 1925-26. 

(6) Hem 2. — It 'lias been a long and arduous task to ascerta’n the exist- 
ing arrangements. ' I hope to place before Government of India very shortl}’^ 
the results of mj'^ enquiries. 

(c) Hem 4. — ^The present position is that if a new building can be erected 
at Rawalpindi t6 house certain Headquarter staff which occupies part of the 
Militai'y Account office, the klilitary Account Office at Peshawar can be trans- 
ferred to Rawalpindi and the building at Peshawar made available for the 
new Civil Accounts Office. 

(d) Hem 7 . — ^In Bombay this expenditure lias been estimated for within 
one gi-ant. There in the Appropriation Accounts all prorata distributions 
have boon neglected. Another alternative is to have a separate grant for 
this expenditure alone. 

(c) Hem 8. — When the Secretary of State in Council has accorded sanc- 
tion to the Classification Rules, authorities in India will have large powers 
to frame leave rules for those Government servants whom they can appoint. 

(/) Hem 13. — I have submitted to the Government of India a summary 
of the principles which have been enunciated in England by the Treasury. 
Very large powers of framing contracts have there been granted to other 
Departments subject to compl ance with these priirciples. 

46. Paragraph 110 {a). — ^All the recommendations and suggestions 

referred to in this paragraph [except items {v i) and have been dealt 

with in Government of India, Finance Department Resolution No. D. 1163- 
A., dated the 6th May 1927. The Public Accounts Committee will no doubt 
desire to study this resolution carefully. 

(6) S'ub-pdragra^i (vi).*— The Government of Tudia has addressed the 
Secretary of State as to the formulation of a working definition of a ‘ ne\V 
Service’. 

47. Paragraph 111 {a). — ^As this is a verj'^ long paragraph and yet is 
of great importance as linking up the work of one Public Accounts Committee 
with that of the next, I set out below the sub paragraphs which record matters 
yet unsettled and not mentioned in detail in th’s report — sub-paragraphs 
(10), (11) 12), (14) — second sub-jiaragraphs, (25), (28), (31), (37), (44), (50), 
(59)— last Wo lines, (60), (66), (78), (80) (83), (87), (88), 89), (90), (91), (95). 

(6) Sub-paragraph (6). — It is important that the Committee should re- 
member that Government considers in detail only those matters wh'ch finds 
a place in the report of the Committee. 

If in the course of the proceedings I make a promise I always imj)lement 
that promise. 



' (c) 8vh-'pardgraph {76). — On a representation' of a Deputy Coinmissiorier 

this case has been further considered and it is understood that Government 
ydll make a further report to the Public Accounts Committee, 

{d) Svb-paragrapli {80). — ^Tiie report has since been received, and is being 
faonsidered by me. 

48. Paragraph 112. — Reference is invited to paragraph 14 ot Government 
of India, Pinance Department Resolution No. D.-1163-A., dated the 5th 
May 1927. 

49, Paragraph US. — There has been a failure of audit in not demanding 
periodical acknowledgment of the permanent advance held by the Board. 
The matter was investigated by me and suitable action taken, 

50! Page 98 — note A.-3 ; Page 90 — note A.-ll ; Page 16i — note D. ; 
Page 189 — note G -1 ; Page 20^nole A. -5 ; Page 298 — note G. ; Page 299 — 
notes H.-l and I ; Page 352 — note B.-3 ; Page 368— note B.-3 {2) ; Page 370 — 
note F.-2 ; Page 371 — note F.-l ; Page 377 — note G. ; Page 382 — note B.-G ; 
Page 387— note B.-l {7) ; Page 400 — note A.-l ; Page 415 — note E.-2 ; Page 
452 — note A.-14 {!) ; Page 471 — note B. ; and Page 477 — note F . — ^It is pre- 
sumed that provision will be made in future under the heads under Avhich 
the expenditure will be finally recorded. 

51. Page 99 — note A.-ll. — ^Against the total provision of Rs. 1,33,080 
for Bombay and Bengal the expenditure amounted to Rs, 75,200 resulting 
in a saving of Rs. 57,820 or 43 '4% of the original grant. The Public Ac- 
counts Committee may like to enquire into the cause of over-budgeting under 
this head. 

It is not clear why the formal re-appropriation could not be made in 
respect of charges aggregating Rs. 51,540 in Bengal and also for Rs, 48,222 
under the head A.-9. 

52. Page 103 — head A.-6 {2). — Not only was there this saving of 1,50 

under this head in Bombay but there was also a saving of 85 under the head 
A.-2. Apparently therefore there was considerable over-estimating under 
the head Establishment in Bombay, f.c., A -2 and A.-C (2) taken together, 
and the Public Accounts Committee may desire to investigate the cause of 
over-budgeting. ~ 

' 53. Page 104 no'e A -6 (7) — danse 2). — ^Thc Public Accounts Com- 

mittee ma}'" like to enquire nto the cause of postponement of the demand and 
who was responsible for it, 

54. Page 104 — note A.-8. — ^There seems to be scope for making lump 
cuts in demands relating to expenditure in Bombay and Benga' where savings 
occurred in 1924-25 also. 

55. Page 104 — Note 1 {b). — ^This detailed Statement of surrenders seems 
to be of little value except as giving some indication of the knowledge of 
progress of expenditure. One’s general impression is that the amounts 
surrendered form so small a proportion of the eventual savings that they 
are of little value as evidence. It is for the Public Accounts Committee 
to say whether it desires to receive this information. 

56. Page 106 — note A.-2 {4) ; Page 107 — 7iotes A.-3 {4)' and A.-4 {6) ; Page 
109 — 7iotes D.-l, D.-2 and D.-4 ; and Page 118 — note K . — ^The Public Accounts 
Committee may deske to investigate the causes of the serious over-budgeting 
under these heads. The savings under the head A.-2 (4) on page 106 were 
over 45% and under D.-4 on page 109 over 53%. 

57. Page 108 — note A.-9 and A.-IO. — ^It is not clear why steps were not 
taken dming the year to obtain provision to meet the charges for accounts 
and audit and for pensionary charges. 

58. Page 109 — 7iote C {voted). — ^It is not clear why steps were not takeir 
during the year to obtain provision to meet the charges for compensation. 

59. Page 110 — observations 1 a7id 2 and Page 111 — observation 10. — The 
Committee’s predecessor in paragraph 4 of its proceedings of the eighth 
liieeting held on 30th June 1926 expressed th? opinion that estimates shoirld 
be prepared so far as possible on detailed schemes, specially so far as the 
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major works are concerned and that this should he done before provision 
for the same was included in the budget. I shall watcli with interest the 
extent to which this principle is followed in practice. 

60. Page 115. — ^The attention of the Public Accounts Committee is 
nvitcd to note 2. It is, of course, incorrect in principle to have unverified 
stock valued at over Rs. 22 laldis. Moi-eover it is important to ascertain the 
extent of wastage of salt in storage and this cannot be ascertained without 
verification of stock. 

61. Page 120 — notes A and B. — ^There is an obvious misprint in the ex- 
planation. Rs. 19,39,967 should be substituted for Rs. 39,967. 

62. Page 125 — D. — ^The Public Accounts Committee will no doubt 
notice the serious increase of stock in Calcutta. 

63. Page 128 — note A.-l. — It is not clear why the charge was not antici- 
pated at the time of framiiig the estimate and pi’ovision made. 

64. Page 128 — no'e B.-2 {!) — ^The savings under this head amounted 
to 38% of the original allotment and the Public Accounts Committee may 
like to enquire whether this was due to defective budgetmg. 

65. Page 128 — note C.-l and Page 345 — no'e A {voted). — The explana- 
tions suggest the necessity of bringing prominently to the notice of the 
controlling officer the fact that no adequate control over expenditure is 
possible unless a careful watch ‘s Icept over commitments and liabilities. 

66. Page 129 — note G.-2. — In view of the serious effect upon the accuracy 
of the budgeting under this head of the correct apportionment of over-head 
charges the Public Accounts Committee may wish to investigate the methods 
now adopted for determining tins apportionment. 

67. Page 130 — note H.-2 {10) and {11). — There seems to have been a 
failure in the budgeting hero. 

68. Page 136 — line 11 of the explanation. — C.-4 (4) should be substituted 
for 0.-4 (2). 

69. Page 139 — heads D.-l {2) and D.-2 (2).— The supplementary grants 
in these cases seem to have been unnecessary unless they were required for 
meeting expenditure on a new service and could perhaps have been avoided 
had the controlling officers kept an adequate watch over the progress of 
expenditure. 

The basing of the budget provision on average instead of on actual pay, 
vide note D.-2 (2), is obviously vTong. 

70. Page 143 — ‘ Notes ’ 4. — ^The percentage of Establishment to Works 
expenditure seems very' high. 

71. Page 151 — note G.-l. — Control of expenditure under this head is 
admittedly difficult but the excess is serious and the Pubhe Accounts Com- 
mittee may wish to ascertain whether any method has been devised. 

72. Page 152 — note G. — The comment in paragraph 71 of this letter 
applies here also. 

73. Page 153 — head A ~2. — There was a saving of Rs. 20,297 in 1924-25 
also against a provision just equivalent to that provided in the year under 
review. The method of budgeting under this head seems to require investi- 
gation. 

74. Page 167 — note B.-l. — The surrender of Rs. 96,140 seems to have 
been over-estimated and this is the main cause of the final excess over the 
total non-voted appropriation. 

I am taking steps to ensure better control over this head. 

75. Pages 179 to 184. — ^The Public Accounts Committee may wish to 
express the view that, considering that the Pay and Accounts Office was 
started only a little before the beginning of the year under review, and that 
the work of tlie department is scattered aU over India, the financial control 
has been, on the whole, very satisfactory. 

76. Page 188 — notes A.-3, A.-5 and D.-4 ; Page 189 — note H.-4. and 
Page 190 — explanation I. — The explanations would appear to indicate in- 
adequate knowledge of the progress of expenditure. 
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77. Page 190— notes A.-5 and D.-d. — ^This seems to indicate lack of know- 
ledge of liabilities. 

78. Page 192-^ote {1 .—The Public Accounts Committee may tosIi to 
ascertain whether the accountmg arrangements of the High Commissioner 
have been imj)roved. 

79. Pages 193 and 194— The saving under total voted gi’ant amounted 
to 24%. The saving in 1924-25 amounted to 43%. The budgeting under 
this grant specially under B.-2 and B.-5 seems to require investigation. 

80. Page 196. — ^The PubTc Accounts Committee may wish to ascertain 
whether this large increase''of stock is advisable. 

81 Pages 203 and 204 — notes D.-l and D.-2. — It is not clear why the 
excess non-voted expenditure under these heads could not be met by re- 
appropriations. 

82. Page 209. — ^The Public Accounts Committee may desire to enquire 
what steps have been taken to dispose of the excess stock. 

83. Page 213 — note G.-2 (5). — ^The budgetmg under this head appears 
to have been defective. The Public Accounts Committee may like to enquire 
why the fact that the amount recoverable from Bombay Port Trust would 
go to Pro^dncial revenues could not be taken into account in framing the 
budget. 

84. Page 214 — note D.-4. — It appears that smaller expenditure under 
tliis head could have been anticipated at the time of framing the budget 
in view of the’ large stock which was in hand on 1st April 1925. 

85. Page 218. — ^For ‘ Proportionate ’ in line 1 read “ Proportion of the 
charges 

86. Page 219 — note A.~6 (2). — The saving under this head amounted to 
about 37% of the supplementary grant which seems to have been over- 
estimated This raises the question whether it should not be prescribed 
as a general principle that supplementary grants for additional expenditure 
on ordinary (as opposed to ‘ new ’) services should be postponed till the latter 
part of the year when a more reliable forecast of the actual requirements of 
the year may be possible. 

87. Pages 220 and 221 — heads G.-3, G.-4 and 0.-5. — Similar savings 
occurred in 1924-25 also and the method of budgeting under these heads seems 
to require investigation. 

88. Page 220 — note D.-2. — In view of the reappropriation of Rs. 11,520 
sanctioned in January and February 1926 and of the comments under B.-5, 
C.-l, C.-5. G.-7 and G.-8 the control under these heads does not appear to 
have been effective. 

89. Page 223. — ^The total savings represent 22% of the net final grant. 
The explanations of the causes of variations between expenditure and grant 
generally suggest that a provision for a lump cut under this grant could have 
been made with advantage. 

90. Page 223 — note 3. — The need for the supplementary grant of 2,44 
except to the extent of 86 under A.-6 (2) which was for a ‘ new service ’ is 
not apparent. 

91. Pages 237 and 242. — Special attention is invited to the loss shown 
on page 237 amounting to 31 and to the losses by death and condemnations 
on page 242 amounting to 23. 

92. Page 245 — notes I and I. -2. — ^The Public Accoimts Committee may 
like to enquu’e into the reasons for the savings under the head ‘ Contingen- 
cies and also enquire why supplementary grants of Rs. 20,000 and Rs. 7,500 
were obtained under these heads in view of the fact that the aggregate of the 
whole amomit of these supplementary gi’ants was subsequently diverted to 
purposes other than those for which they were granted. 

93. Page 251. — The Public Accounts Committee may desire to ascertain 
who is responsible for control of expenditure under this head when there is 
no Census Commissioner. 

94. Page 256 — ^The control under this grant seems to have been very 
satisfactory. 
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95. Page 26G -head A,-2, Page 267 — head B.-5 and Page 268 — head G. — 
Similar savings under these heads occurred in 1924-25 and it is a matter for 
consideration Avhether jirovision for a lump sum deduction on account of pro- 
bable savings should not with advantage be introduced under this grant. 

96. Pages 273 and 271. — ^Tlic total allotment under heads A, B and C 
amounted to 67,31 and expenditm’e to 60,42. 

The total allotment under heads D, E and F amomitedto 72,10 and ex- 
penditure to 74,06 and the total allotment under head G amounted to 24,63 
and expenditure to 23,89. 

97. Page 280 — Granl67 — Civil Worlcs. — The control of expenditure xmder 
this grant has been veiy satisfactory and indicates a result which has not been 
attained by any Provincial Government. 

Although there were some variations under certain ndividual mrits of 
axrpropriation which is difficult to avoid in a grant like this, the budgeting 
may be said to have been close. 

98. Page 296 — observations 11 and 12. — It is irresumed that steps have 
been taken to dispose of the stocks which Avere in excess of requirements over 
and above the reserves suggested by the Divisional officers. 

99. Pages 297 to 302. — (a) The Public Accounts Committee may desire 
to ascertain why it was necessary to obtain under ‘ A ’ funds dining the year 
which represent about 84% of the funds originally allotted. 

(&) In making additional prmdsions and allotments under individual 
sub-heads of this grant several mistakes occmTcd, vide explanations A.- 
non-voted and voted, F.-non-voted, G.-voted, H.-1-votecl and notes on page 
302. 

100. Page 310 — note V {Non-voted). — ^Thc explanation indicates a defect 
in ro-apxrropriation. 

101. Page 310 — notes W -2 (I) arjtZ (2). — The explanations raise the 
question whether the Central Government should not include in its budget 
as a receipt from a x)i’ovincial Govermnent a sum equivalent to the corre- 
sponding expenditure budgeted for by that Government. 

102. Page 329. — The second note on ‘ D.-l, D.-2, D.-3, D.-4 and D.-6 ’ 
relates to ‘ voted ’. 

103. Pages 342 to 344. — ^The savings under Grant 71, which represent 
50% of the final grant, are mainly due to defecth^o budgeting under ‘ Refunds 
of Customs duty on stores ’. Estimating rmder this head is difficult as, 
owing to various reasons, stores anticipated to an’ive clming a year do not 
arrive. The Pubhc Accounts Committee may lilcc to enquhe whether with 
more experience a closer estimate is not possible of the cost of stores to be 
imported during the year ux)on which the expenditure on refunds is based. 

104. Page 345 — note A (Non-voled). — ^Apparently provision rvas made 
in the estimates for Bengal for Rs. 9,03,140 under this head for ‘ Refunds 
of Customs duty on stores The provision was not utilised owing to a 
change of procediu’e in the adjustment of the refund but it is not clear where 
the amount was adjusted. It does not seem to have been adjusted under 
‘ Adjustments with provmcial Governments ’ as no debit is traceable under 
the head C — ^voted on page 343. I am asking the Accormtant General, 
Bengal, and the Examiner of Customs Accomrts to clear up the matter. 

105. Page 345 — note A {voted) — Bombay. — ^The Pubhc Accormts Com- 
mittee may Avish to ascertain why such large debits should apxrear through 
the exchange accounts and AA'hether there is no possibhity of keeping a watch 
on these habUities. 

106 Page 346 — head G.-l. — ^The Public Accormts Committee may wish 
to know Aidiy no budget provision was made under this head. 

107. Page 350 — Account VIII, Page 361 — note B.-2 — 4. — ^As aheady 
suggested in paragraph 69 of this letter the basing ^of the budget provision 
on average mstead of on actual pay is obviously wrong. 

108. Page 350 — Account XIV Sub-head J. — ^Reference is inAdted to 
note B.-7 on page 373. 
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109. Page. 356 — note B.-i. — ^Tliis seems to be a failui'o to i)rovide for an 
inevitable liability. 

110. Page 370 — mle F.-2. — ^TJie original provision under tliis liead seems 
to bave been over-estimated and tliere seems to be considerable scope for 
improvement in tbe method of budgeting under this head. 

111. Page i04. — ^The saving mider voted is about 10% of the final 
net grant and it seems there is considerable scope for improvement in the 
method of budgeting under this grant, e.g., a lump sum cut would perhaps 
have been possible under Account II, under wliich similar saymgs occuiTcd 
in 1924-25 also. As a general rule the provision made for leawe salary was 
excessive vide explanations B.-l and B.-2 on page 406, A.-l on page 407, 
A.-l and D. on page 408, A.-2 on page 409 and G.-3 (2) on page 410. The 
same defect is noticeable in some of the other area grants, and the whole 
question of an additional provision in the budget for leave salaiy seems to 
need consideration — see specially A.-l on page 432 and D.-l on page 462. 

112. Page 410 — iwte I. — It is not clear whj'^ provision on account of 

the contribution to the Punjab Government of the cost of Factory Inspection 
Staff for 1922-23 and 1923-24 was not made in the estimates. Presumably, 
it was kno-wn that the liability existed. ’ ' 

113. Page 413 — Account II. — ^Thc Public Accounts Committee may like 
to enquire whether the large savings in this account are not due to defec- 
tive budgetmg. 

114. Pages 421 and 422. — ^Attention is invited to these losses of over 
U% and 18%. 

115. Page 429 — note 1. — The special attention of the Public Accounts 
Committee is invited to this. This is another instance of very considerable 
overbudgeting on accoiuit of leave salaries. 

116. Page 445 — ‘ Notes' — voted. — The actuals seem to show that this 
supplementary grant was uimecessary. 

117. Page 450, — ^The saving under non-voted amount to over 17% of 
the original appropriation and under voted to over 40%. 

The main savings occur under non-voted heads H.-l, Exchange and voted 
heads E, H.-l, H.-6, Exchange. 

The Pubhc Accounts Committee may desire to ascertain whether the 
budgeting arrangements in the office of the High Commissioner cannot be 
improved and, if not, whether lump sum cuts should not^ be made in India. 

The explanation under H.-l non-voted seems to suggest — 

(1) that the first rush on leave to take advantage of passage conces- 

sions has ATorn off, and 

(2) that the estimates for storlmg overseas pay have been excessive — 

see also H.-l on page 454 and A.-l («) on page 466. 

118. Page 459. — The actuals seem to indicate t hat the siipplcmcntaiy 
appropriations under Accormt I Avere unnecessary. 

119. Page 460 — note B.-4 and 5. — ^The explana tion seems to indicate 
lack of knoAviedge of liabilities. 

120. Page 490 — Grant 86. — ^As regards the savings under this grant 
a reference is invited to my comments in paragraph 12 of this letter. 

121. Page 491 — Note on ‘ Store Accounts. ' — The Public Accounts Com- 
mittee may desire to emphasise the necessity for brmging the store accounts 
and the stock in hand on to a satisfactory position. To attain this end it 
seems to be necessary 

(1) that those items of unserviceable stock which are still capable 

of being disposed of at a reduced value should be disposed of 

as early as possible to avmid further loss, 

(2) that the stock ^should be rcAralued at regular mtervals and the 

real position in regard thereto exhibited in the accounts, 

(3) that the amount of actual loss should be ascertained and written 

off, and 
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(4) it sliould be seen that serviceable stores in excess of requirements 
of the Department for the following 12 months which are 
liable to deterioration are disposed of as early as possible to 
' avoid probable loss. 

122. Page 492 — observation 3 . — ^The Public Accounts Committee may 
wish to express the hope that the detailed examination -will be made as soon 
as possible. 

123. Page 493 — note D , — It is important to note that the provision was 
obtained by supplementary grant in September 1925, and yet there was a 
saving of 38% even after omitting the lapse of 2 lakhs which was due to 
delay in acquisition of certain lands. The attention of the Public Accounts 
Committee is invited to this. 

124. Page 498-— head A.-l , — The Public Accoimts Comndttee will no 
doubt desire to emphasise the importance of more accurate estimating on 
the j)art of provincial Governments under this head on account of the in- 
fluence on the Ways and Means position of the Central Government. 

125. Large savings under Establishment are still to be found in the 
accounts of this year 

Vide page 98 — head A.-2, page 102 — head A.-2, page 116 — headI.-2, 
all branches of the Secretariat (pages 154 — B., 155 — ^A.-2, 
157— B., 158— B., 159— A.-2, 162— B., 163— B and 164— B), 
page 168 — heads C.-l and F.-l, page 199 — head B., page 220 — 
head B.-(2), pages 266 and 267 — heads A.-2, B.-2 and B.-3, 
page 305 — head E.-2, page 306 — head I.-2, page 307 — ^head 
M.-2, page 308 — ^head P.-2, page 352 — ^heads B.-2, B.-6 and C.-l, 

■ pag6 361 — ^heads B.-2 to 4, page 384 — heads A.-2 and 3, page 

398 — ^head A., page 438 — ^head E.-l (1), page 456 — ^head B,-2, 
page 457 — ^liead C.-2, page 471 — head A. -2 and page 482 — ^head 
B.-l (2). 

In the Secretariat similar savings occurred in 1924-25 also. It seems that 
lump sum cuts under the head Establislunent could be made with advantage 
in aU grants in which expenditure under this sub-head is considerable. 

126. Lump deductions were inadequate in the following cases : — • 

Page 104 — head A.-8, page 169 — ^Iiead G., page 888 — ^head B.-4, 
page 418 — ^head C., page 453 — head A.-15 and page 490 — 
head E. E. 

The Public Accounts Committee may desire to urge that more drastic cut 
should be made as experience shows that such are feasible. 

127. Report of the Auditor of Indian Home Accounts on the Accounts of 
the Secretary of State, (a) Paragraph 2 and elseivhere . — ^As in previous years 
the total saving to the Government of India as a result of audit by the Auditor 
of Indian Home Accounts is appreciable and indicates the extent to which the 
Auditor watches the financial mterests of India. 

The Public Accounts Committee may desire to express a hope that the 
settlement of the question of re-classification of pensions, referred to in 
paragraph 2, shoiild be expedited. ' 

(6) Paragraph 4 . — ^With reference to paragraph 43 of the report of its 
predecessor on the accounts of 1924-25 the Public Accoxmts Committee 
may like to enquire what progress has smee been made in the settlement of 
these important questions. 

(c) Paragraph 7. — The attention of the Public Accounts Committee 
is invited to this paragraph. 

(d) Paragraph 20 . — ^Thc Public Accounts Committee will be pleased to 
see the large profit which has been made by working enemy ships. 

(e) Paragraph 23 . — It is understood that aiTangements have since been 
concluded with the Persian Government regarding the re-payment of these 
loans. 
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(/) Paragrajili 27. — ^In this connection a reference is invited to paragraph 
3 (c) of this letter. 

{g) Paragraph 30 {1). — ^The Public Accounts Committee Avill doubtless 
consider the suggestion made by the Auditor of Indian Home Accounts in 
regard to the method of allocation of the supplementary grant. 

(2) The excessive provision under ‘Miscellaneous ’ is about 27% of the 
total saving. 

128. Report of the Auditor of Indian Home Accounts on the accounts of 
the High Commissioner for India, (a) Paragraph 2. — ^The Public Accounts 
Committee Avill be interested to see the final result of the case of the ‘ Clan 
Mackay ’ dealt •with in jjaragraph 49 of the report of its predecessor on the 
accounts of 1924-25. 

{b) Paragraph 5. — ^The special attention of the Public Accoimts Com- 
mittee is invited to tliis paragraph. The case mentioned herem relating to 
cement is a transaction of the Government of Burma and I have forwarded 
an extract of the paa’agraph to tliat Government so that it may be placed 
before its Public Accounts Committee. 

(c) Paragraph 6 — items (i) and (ii). — The Public Accounts Committee 
may 1 ke to enqune with reference to paragraph 50 of the report of its pre- 
decessor on the accounts of 1924-25 how the question of re-examining the 
adequacy of levjmig 2% departmental charges now stands. 

(d) Paragraph 7. — I suggest that the Government of India should be 

prepared to explain to the Public Accounts Committee the causes for its 
action in tliis case. , 

(e) Paragraph 72.— My comment in paragraph 127 {d) of tliis letter 
applies here also. 

, (/) Paragraph 17. — ^Attention of the Public Accounts Committee is 
invited to this paragraph. I agree "with the remarks made by the Auditor 
of Indian Home Accounts in the fourth sub-paragraph of this paragraph 
regarding provision for ‘ Leave, Salaries, etc.’. 
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STATEMENT A. 

Consolidated statement of all Central Grants and Expenditure (Civil, Posts 
and Telegraphs, Railways and Military). 


Number nud name of Grant or Appropriation. 

Kxpenditure 

Finn! Grant compared with 

or Expenditure. Grants or 

Approprintion. • ' Approprintions. 

More than granted. 



Rb. 

Rs. 

Rs. 

Ilcport prepartui b;/ the Accountant acncrnl. CenIrnJ Urvenucs. 

„ . . fVotod .. 71,00,000 08,00,777 

>0- Cmtom-. .. n,74,Gf!2 11, 49, .720 


17. TnxPt on Income 

( Voted 
\ Non-votcfl 

. 02,70,000 

2,04,210 

75,18,582 

2,43,881 

• • 

18. Suit 

f Votc<l 
( Non-fotcil 

1,11,25,000 

40,07,030 

90,87,080 

41,01,090 

’ ‘1,057 

10. Opium .. 

i Voti'd 
(Xon-toM 

2,20,00.000 

75,430 

2,09,01,300 

70,101 

071 

20. Stnmpo . • 

( Voted 
) iVon-eefed 

8.73,000 

20,000 

5,08,203 

20,057 

57 

£ 1 . I'orc't 

( Voted 
Xon-ivtol 

0,83,000 
. . 3,03,214 

0,70,228 

3,05,158 

' ' 1,044 

'le Irripotioii. XoviRntion, IlmOankmcnt, 
iintl Drmnnpc Works— olmrpcd to 
llevcmic. 

£0. Intcrcl on Ordiimrj' Dckl nnd Roduc- 
tion or .\vnidnnce of llclit. 

£0. Intcred on Miw'Iancous Oblignliona. 

f Voted 

i Kon-v(,lett 

f Voted 
i Xon-rotril 

( Voterl 
’( XonaDlfd 

17.07.000 

14,34,200 

1,30.24,000 
. . 12,81.00,000 

23.87.000 
. . 4,23,30,800 

13,87,170 

13,37,545 

1,31.07,980 

12,00,70,508 

23,71,007 

4,05,00,077 


£7. Stna llniu'o-lioM nnd AUmvnnec. of 
tiie Oo\onior Oi ncrnl. 

£8. Eiocnlivc Council •« 

(Voted 

{Xnn-vatc/l 

( Voted 
( Xon-voted 

10,03,000 

3.50.007 

. . 02,000 

4.80.007 

12.00,033 

3,53,285 

81,730 

4,08,204 

2,03,033 

10,739 

11,507 

£!>. I/s;i'!ativc Hodics 

( Voted 
\ Xon roted 

0,30,000 

1,00,402 

5,18.487 

1,06,142 

•• 

£0. rorcitm nnd I’oliticnl Ilrpnrimcnl .. 

( Voted 
( Xon-mted 

8,21,000 

1,03,400 

7,2.7,817 

1,71,712 

* ' 8,312 

31 . Home Ucpnrtmcnl 

( Voted 
( Xena'Oted 

.. 0,01,000 
7,08.300 

5.00.811 

7,37,012 


32 . ly^ialntivc llcpnrtmcnl 

f Votcfl 
( Xon-tvte/l 

7.40.000 

1.05.000 

7,19,010 

1,03,404 

404 

'Hn ppnartineut cf I-ducntion, and 

\Jjvh. * Non.rotrd 

31. Finance Tlcpnrlmcnt .. •• 

5.27.000 

1.32.000 

11,00.000 

2,73,400 

5,00,001 

1,2.5,01! 

11,01,018 

2,41,041 

•• 

3.7. Commerro Depnrlmcnt 

. ( Votc<I 

1 Xon-potvl 

3,21,000 

71,200 

2.51,037 

74,170 

'270 

30. Army Department 

. f Voted 
( Xon-voted 

7.04.000 

1 .01.000 

5,00,320 

1,01,050 

• ■ 

37. Department of Indmdriea nnd Imbour 

7,00,000 
.. 00,411 

4,02,970 

05,020 

•• 

38. Central Board of Revenue .. 

. ( Voterl 
i Xon-voted 

1,00,000 

82,500 

1,07,070 

82,812 

312 

•10 Rnymenta to Frovincinl Govenimenln f Voted 
on neemmi of Ailmini-ilrntion of Apen- ■« 
cy Subjertn. VAon- 

. .. ,. (Voted 

40. Au'lit ... ^ A’on-fofed 

2,03,000 

78,87,000 

5,30,720 

2.95,359 

74,74,140 

5,80,000 

2,359 

" 43,010 

41. Adminiatmtion of Justice .. 

. ( Voted 
( Xon-voted 

40,000 

40,108 

200 

108 

200 

42. Police . . 

. ( Voted 
( Xon-voted 

.. 2,91,000 

'. . 2,300 

2,0.7,051 

2,20S 

4,071 

43 . Porta nnd PilotnRO 

.. (Voted 
( JVwi-fofed 

20,78,000 

11,50,070 

19,74.703 

11,42,024 

.. 
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Number nnd name of Grant or Appropriation. 


EKponditurc 

Final Grant compared with 

or Expenditure. Grants or 

Appropriation. Appropriations. 

More than grantedi 


' 



Rs. 

Rs. 

Rs. 

44. Survey of India . . 

f Voted 

Non -voted 


28,98,000 

7,45,S70 

' 27,22,701 

7, -14, 100 


45. Meteorology 

( Voted 
[ Non-rolcd 


6,80,000 

45,000 

6,60,278 

44,541 

.. 

40. Geological Sun'ey 

f Voted 

Non -voted 


1,71,000 

3,00,234 

1,71,001 

3,04,813 

1 

47. Botanical Survey 

(Voted 
i Non -voted 


0,86,000 

21,550 

6,20,708 

21,102 

•• 

48. Zoological Survey 

( Voted 
\ Non -voted 


1,60,000 

13,000 

1,42,039 

13,222 

•• 

49. Archajology 

( Voted 

Non -voted 


16,10,000 

79,000 

14,60,410 

08,801 

•• 

50. Mines 

( Voted 
} Non-voted 


1,67,000 

77,000 

1,41,703 

70,030 


61. Other ScientiGe Departments 

( Voted 

1 Non-voted 


.3,03,000 

3,13,840 

10,840 

52. Education ' . . 

( Voted 
Non-voted 


2,37,000 

2,60,712 

10,000 

13,712 

10,090 

63. Medical Services . . . . , > , 

( Voted 

4 Non-voted 


9,18,000 

2,77.027 

8,21,484 

2,01,733 


64. Public Health 

( Voted 
i Non-voted 


7,08,000 

1,33,400 

0,88,380 

1,41,130 

io,ho 

65. Agriculture 

( Voted 
( Non-voted 

• • 

« • 

15,70,000 

2,10,700 

12,20,303 

2,12,410 

• 

60. Civil Veterinary Service.? . . 

( Voted 
t Non-voted 


7,09,000 

00,825 

7,74,698 

50,777 

6,698 

67. Industries 

( Voted 
i Non-voted 


44.00. 000 

43.00. 350 

43,80,711 

41,00,346 


5.S. Aviation .. .. .. 

(Voted 
( Non-voted 


1,30,000 

3,000 

1,10,932 

•• 

69. Commercial Intelligence and Statistics 

(Voted 
it Non-voted 


2,37,000 

39,070 

2,00,733 

38,027 

• « 

• • 

GO. Census . . 

( Voted 
Non-voted 


1,000 

3,384 

2.030 

2,384 

2,630 

61. Emigration — ^Internal 

( Voted 
i Non-voted 


50,000 

7,000 

47,871 

0,600 


62. Emigration — External 

( Voted 
Non-voted 


70,000 

27,300 

82,080 

28,055 

3,080 

755 

63. Joint Stock Companies 

( Voted 

1, Non-voted 


i;20,000 ■ 
1,200 

1,22,774 

1,200 ' 


64. Miscellaneous Departments 

( Voted 
(. Non-voted 


10;67,000 

1,03,404 

16,02,031 

1,91,008 


66. Currency . . 

( Voted 

1. Non-voted 


65;24,000 • 
1,43,700 

62,21,091 

1,34,076 


06. Mint 

( Voted 

1, Non-voted 


16,81,000 

85,000 

14,92,143 

85,502 

" 502 

67. Civil Works 

(Voted 
( Non-voted 


1,38,68,000 

39,28,300 

1,38,68,013 

21,83,785 


08. Superannuation Allowances nnd Pen- 
sions. 

( Voted 
(. Non-voted 


62,44,000 

2,40,40,738 

63,70,760 

2,30,46,836 

1,32,760 

69. Stationery nnd Printing 

( Voted 
i Non-voted 


33,31,000 
1,00,000 • 

32,34,315 

06,801 

. . . 

70. Miscellaneous 

( Voted 
i Non-voted 


60,04,000 

30,88,020 

38,76,397 

30,07,182 


71. Adjustments with Provincial Govern- 
ments. 

(Voted 

\Noh-voted 


10,26,000 
7,02,774 • 

8,05,392 

7,02,774 


72. Refunds 

(Voted 
( Non-voted 


67,20,000 

2,15,82,000 

05,21,012 

1,00,00,202 

7,95,612 
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Expenditure 




Final Grant 


compared with 

Number and name of Grant or Appropriation. 


or 

Expenditure, 

Grants or 




Appropriation. 


Appropriations. 





More than granted. 


\ 


Rs. 

Rs. 

Rs. 

73. North-West Frontier Province 

f Voted 


1,19,01,000 

1,16,93,422 



i NoA-voted 


l,09,4d,m 

1,08,08,030 


74. Bnlucliistan 

( Voted 


20,24,000 

26,47,769 



Non -voted 


4S, 18,409 

43,54,028 


75. Delhi .... 

f Voted 


33,91,000 

33,28,691 



i Non-voted 


3,80,553 

2,89,490 


70. Ajmer-Merwarn . . 

i Voted 


13,91,000 

12,50,444 



\ Non-voted 


1,55,600 

1,35,839 


77. Antlomnns and Nicobar Islands 

f Voted 


41,63,000 

35,74,003 



). Non-voted 


1,91,030 

1,75,952 


78. Rajputana 

f Voted 


4,65,000 

4,67,635 



i Non-voted 


10,79,403 

10,48,100 


79. Central India 

( Voted 


5,83,000 

6,66,482 



\ Non-voted 


7,60,910 

6,69,337 


80. Hyderabad 

( Voted 


73,000 

65,091 



i Non-voted 


3,03,000 

2,88,136 


81. Expenditure in England under the 

( Voted 


19,73.000 

16,68,932 

• • 

control of Secretary of State. 

Non-voted 


12,89,000 

12,15,302 


82. Expenditure in England under control 

<■ Voted 


22,43,000 

13,48,882 

■ • 

of High Commissioner. 

( Non-voted 


53,70,000 

44,30,607 

... 

Ecdcstaslical 

Non-voted 


33,61,126 

29,51,876 


Political . , . . . . , . 

Non-voted 


1,87,83,401 

1,81,02,195 


1 

Territorial and Political Pensions , . 

Non-voted 


31,00,000 

20,76,642 


Bangalore . . . . . . . . 

Non-voted 


17,77,376 

17,27,451 


Westetti India States Agency . . 

Non-voted 

• « 

12,42,421 

12,00,000 


83. Irrigation works — Not charged to Re- 

Voted 

A 

' 27,000 

—90,075 


venue. 






80. Delhi Capital outlay ... 

<• Voted 

• » 

1,50,39,000 

95,67,444 



Non-voted 

• • 

3,57,800 

3,48,740 

K 

80 A. Capital outlay on Vizagapatam 

Voted 

• 

00,47,000 

04,70,763 


Harbour. 






80-B. Capital outlay on Security Printing 

Voted 

• • 

17,00,000 

10,39,018 

•• 

87. Interest Free Advances 

Voted 

.. 

1,82,15,000 

1,01,17,659 


88. Loans and Advances bearing Interest 

Voted 


15,41,99,000 

9,89,09,974 


. Beport prepared hij the Accounlant Qeneral, Posts and Telegraphs. 


23. Indian Posts and Telegraplis Depart- 

f Voted 


8,70,84,000 

7,90,41,820 

.. 

ment. 

(, Non-voted 


'01,30,500 

58,00,174 

-- 

1 

24. Indo-European Telegraph Department f Voted 


29,55,000 

10,03,789 



1 Non-voted 


9,01,000 

9,44,707 

-- 

84, Capital outlay on Posts and Tele- 

( Voted 


2,23,02,000 

2,13,71,208 


graphs, 

(, Non-voted 


•• 

7,503 

7,503 

85. Capital outlay on Indo-Europnn Tele- 

Voted 


8,04,000 

9,76,428 

1,71,428 

graphs. 






Beport prepared by the Accountant Oencral, Baiheays*. 


1. Revenue — Railwoy Board . . 

f Voted 


0,80,000 

9,86,000 

6,000 


\ Non-voted 


5,06,000 

4,64,000 

-- 

2. Revenue — Inspection 

f Voted 


1,14,000 

1,42,000 

28,000 


1, Non-voted 


2,77,000 

2,48,000 

-- 

3. Revenue — Audit .. 

( Voted 


•7,40,000 

5,84,000 

, . 


t Non-voted 


•• 

43,000 

43,000 

4. Revenue — Working Expenses — Admi- 

(Voted 


12,00,00,000 

12,38,63,000 


nistration. 

1 Non-voted 

-- 

48,21,000 

38,56,000 

•• 

5. Revenue — Repairs and Sfaintenanee 

(■ Voted 

.. 

42,20,47,000 

39,84,04,000 

.. 

and Operation. 

\ Non-voted 

-- 

90,000 

97,000 

7,000 


•In tills report figures have been given la tlioiisands only. For tlio s.iko of uniformity tlieso figures Iiavo been slioirn In tills 
Statement by units by adding tiireo nouglits to figures given in llio reports. 
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Nnmbcr and name of Grant or Appropriation. 


Expenditure 

Final Grant compared uath 

or Expenditure. Grants or 

Appropriation. Appropriations. 

ilf ore than granted. 


• 


Es. 

Es. 

Es. 

6. Bevenue — Companies’ and Indian 

Stades’ share of surplus profits and 
net earnings. 

Voted 

., 1,76,90,000 

1,77,42,000 

1,52,000 

7. Capital — ^Now Construction . . 

(Voted 
( Non -voted 

6,46,70,000 

3,30,090 

3,91,72,000 

2,49,000 

•• 

8. Capital — Open lino works . . 

f Voted 
\ Non -voted 

.. 16,10,66,000- 
85,000 

14,03,27,000 

90,000 

' '5,000 

9. EeTcnue — Appropriation to Deprecia- 
tion Fund. 

Voted 

. . 10,73,26,000 

10,66,88,000 


10. Bevenue — Appropriation from Depre- 
ciation Fund. 

Voted 

* 

9,60,00,000 

7,98,40.000 

•• 

11. Bevenue — Commercial Lines — Jliscel- 
laneouR. 

C Voted 
( Non-voted 

6.65.000 

3.07.000 

1,86,000 

3,81,000 

’74,000 

12. Bevenue — Appropriation to the Be- 
serve Fund. 

Voted 

3,28,43,000 

3,79,31,000. 

60,88,000 

13. Bevenue — Appropriation from the 
Beserve Fund. 

Voted 

.. 

•• 

- 

14. Bevenue — Strategic Lines . . 

f Voted 
i Non-voted 

1,82,00,000 
.. 14,000 

1,13,03,000 

29,000 

'15,000 

16. Capital — Strategic Lines .. 

( Voted 
t Non-voted 

63,70,000 
. . 35,000 

36,60,000 

52,000 

’17,000 

State Bailways Eevenue — ^Interest on 
Debt. 

Non-voted 

. , 25,02,97,000 

24,81,12,000 

1 t 

. 

Capital!— Bedemption of Liabilities involv- 
ed in the purchase of Bailways. 

Non-voted 

3,41,55,000 

3,42,74,000 

1,19,000 

Capital — Discharge of Debentures 

Non-voted 

,. 1,06,58,000 

82,62,000 

.. 

Eeport prepared hy the Financial Adviser, Military Finance. 


f India . . . . 

Army . . 4 

” • (. England ... . . 

Non-voted 

Non-voted 

, . 45,48,51,055 

, . 9,88,04,770' 

45,60,77,450 

0,70,42,766 

12,26,395 

r India . . . . 

Mariner . . 4 

C England 

Non -voted 

Non-voted 

. , 52,29,000 

19,56,000 

48,60,991 

18,69,037 

.. . 

f India 

Military Engineer Services 4 

•• (.England 

Non-voted 

Non-voted 

4,17,17,952 

■ 3,40,000 

4,24,84,017 

3,40,652 

7,66,065 

652 


Total .. .. f Voted ... 1,63,74,86,700 1,36,03,24,719(A) 

\Non-voted .. 1,20,77,98,809 1,19,12,89, 373{'B) 


Gbaitd Totai, .. .. • 2,74,62,84,669 2,66,16,14,092 


(A) Thia nmoiint ia greater tlian th.at given In Aceoimt Ko. 12 of the Finance nnd Eevenue Accounts of the Government of India 
for 1925-26 by Es. 8,03,32,309 owing to the following causes — 

Es. 

diPosts and Telegraphs . . . . . . . . . . + 4,95,178 

(2) Hallways .. .. .. .. .. .. .. +7,93,87,131 

(1) Eepresents Eefunds ’ by ‘ Indian Posts and Telegraphs Department ’ (vide page 43 of the Posts and Telegraphs Eeport) 
but not shown in the Plnancc and Eevenue Accounts (Account Ho. 12). 

(2) Hepreseuts expenditure on Ecncwals and replacements (He, 7,98,39,033) met out of Depreeiatlon Funds but not shown In 
the Appropriation Accounts os reduction of expenditure tinder tvorUng expenses. The balance, f.e., Es. 2,602 Is apparently due 
to rounding. 

(1!) This amount Ls less than that given In Account Ko. 12 of the Finance and Eevenue Accounts of the Government of India for 
1025-20 by Es. 12,68.225 owing to the following causes : — 

Es. 

(1) Eallways .. .. .. .. ., .. .. + 3,907 

, (2) 48-Army .. ...... — 12,02,132 

(1) This Is due to rounding. 

(2) Eepresents the debit of Army Unaudited expenditure adjusted In the Finance and Eevenue Accounts but not taken Into 
account In the Appropriation Acemmts, 
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STATEMENT*B. 


Statement showing excesses over Voted Grants which require the sanction 

of the Legislature. 

Excess 


Item 



Actual 

expendi- 

requiring the 
sanction of 

No. 

Name of Grant. Final Grnnfc. 

Ks. 

ture. 

Rs. 

the 

Legislature. 

Rs. 

1 

27. — Staff House-hold and allowances of the Gover- 
nor-General. 

10,63,000 

'12,66,033 

2,03,033 

2 

28 Executive Council 

62,000 

' 81,639 

19,639 

3 

39. — ^Payments to Provincial Governments on ac- 
count of Administration of Agency Subjects. 

2,93,000 

2,96,369 

2,369 

4 

41. — Administration of Justice 

46,000 

46,108 

108 

6 

42. — ^Police . . 

2,91,000 

2,95,654 

4,664 

6 

^ 46 Geological Survey 

1,71,000 

1,71,001 

1 

7 

61. — Other Scientific Departments 

3,03,000 

3,13,840 

10,840 

8 

52. — ^Education 

2,37,000 

2,50,712 

13,712 

9 

66. — Civil Veterinary Services 

7,69,000 

7,74,69? 

6,698 

10 

00. — Census . . 

1,000 

3,384 

2,384 

11 

02. — ^Emigration — External 

79,000 

82,680 

3,680 

12 

68. — Superannuation Allowances and Pensions 

62,44,000 

63,76,766 

65,21,612 

1,32,766 

13 

72. — ^Refunds . . . . ' 

67,20,000 

7,96,612 

14 

86. — Capital outlay on Indo-European Telegraphs 

8.04.000 

9.80.000 

0,75,428 

1,71,428 

16 

1. — ^Revenue — ^Railway Board 

9,85,000 

6,000 

16 

2 Revenue — ^Inspection (Railway) 

1,14,000 

1,42,000 

28,000 

17 

6. — Revenue — Companies’ and Indian Stales’ share 
of Surplus Profits and Net Earnings (Rail- 
way). 

1,76,90,000 

1,77,42.000 

1,62,000 

18 

12. — Revenue — Appropriation to the Reserve Fund 
(Railway). 

3,28,43,000 

3,79,31,000 

60,88",000 


STATEMENT C. 

Statement shoAving excesses over Non-voted Appropriations wliich require 
the sanction of the Government of India, Finance Department. 


Item 

No. 


1 

2 

3 

4 

5 
G 

7 

8 
9 

10 

11 

12 

13 

14 

15 
10 

17 

18 
19 


20 

21 


22 

23 

24 

26 

26 

27 


Name of Appropriation. 


Final 

Actual 

requiring the 

Appropria- 

expendi* 

sanction of the 

tion. 

ture. 

Government 



of India. 

Rs. 

Rs. 

Rs. 


18. — Salt .. 

19. — Opium '. . 

20. — Stamps . . . . . . 

21. — Eorest 
28. — Executive Coimcil 
30. — oreign and Political Department 
32. — ^Legislative Department . . 

36. — Commerce Department 
38. — Central Board of Kevenue 

40. — Audit . . 

41. — Administration o" -lustice . 

62. — ^Education 
64. — ^Public Heaith 
60. — Census . . 

62. — Emigration — External 
66. — ^Mint 

84. — Capital outlay on Posts and Telegraphs 
3. — (Railway) Revenue — Audit 
5. — ^Revenue — ^Repairs and Maintenance and Opera- 
tion (Railway). 

8. — Capital — Open -line Worlm (Railway) 

11. — Revenue — Commercial Lines — Miscellaneous 
(Railway). 

14. — ^Revenue-Strategic Lines (Railway) 

16. — Capital — Strategic Lines (Railway) 

Capital — ^Redemption of Liabilities involved in the 
purchase of Railways. 

Army — ^India 

Military Engineer Services — ^India , . 

Military Engineer Services — ^England 


40,97,939 

41,01,996 

4,067 

75,430 

76,101 

671 

29,000 

29,067 

67 

3,03,214 

3,06,158 

1,944 

4,86,667 

4,9.8,264 

11,697 

1,63,400 

1,71,712 

8,312 

1,63,000 

1,63,404 

404 

74,200 

74,476 

276 

82,600 

» 82,812 

312 

6,36,720 

6,80,666 

43,946 

. . 

290 

290 

. . 

10,996 

10,996 

1,33,400 

1,44,130 

10,730 

. . 

2,630 

2,630 

27,300 

28,056 

765 

86,000 

86,692 

692 

. . 

7,603 

7,603 

. . 

43,000 

43,000 

90,000 

97,000 

7,000 

86,000 

90,000 

6,000 

3,07,000 

3,81,000 

74,000 

14,000 

29,000 

16,000 

36,000 

62,000 

17,000 

3,41,66,000 

3,42,74,000 

1,19,000 

46,48,61,055 

46,60,77,460 

12,26,396 

4,17,17,962 

4,24,84,017 

7,66,065 

3,40,000 

3,40,652 

662 
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Enclosure II. 

Ekom Sib Eredbeio Gauntlext, K.B.E., C.I.E., I.C.S;, Auditor General 

IN India, to the Secretary to the Government of India, Finance 

Department, No. T.-398-Admn. — 71-27, dated the 18th June 1927. 

Subject : — Appropriation Accounts of the Army, Marine and Military Engineer 

Services for the year 1926-26 and the Audit Eeport by the Director of Army 

Audit thereon. 

I have the honour to forward herewith two copies of the Appropriation 
Accounts of the Army, Marine and Military Engineer Semces for the j’^ear 
1925-26, prepared by the Financial Adviser, Military Finance, together, -with 
two copies of the Audit Eeport thereon prepared by the Direetor of. Army 
Audit, for necessaiy action. It is presumed that these rcjiorts Avill be examin- 
ed by an ad hoc Committee as usual. 

Copies of the accounts of the receipt-s and disbursements of the Secretary 
of State and the High Commissioner for India on account of the Central 
Government in respect of Mihtary Services, for the year 1925-26, together vuth 
copies of the appropriation .accounts, and the reports thereon prepared by the 
Auditor, India Home Accounts, will be transmitted later. 

2. As the Aimy Appropriation Accounts and the Audit Report thereon 
are separate pubheations, I propose to comment upon them in the follovung 
order : — 

I. Audit Eeport. — ^Parts I to HI. 'These contain preliminary remarks 

and hnlc up this report with previous reports. 

II. Aptpropriation Accounts — Sections I to IH — and Audit Eeport — 

Part W (paragi'aphs 22 and 23) which contains the comments 
of the Director of Army Audit on those sections of the accounts. 

HI. Appropriation Accounts. — Section IV and the remainder of Part 
IV of the Audit Report. 

Section contains the accounts themselves and I propose to deal 
simultaneously with — 

(а) each main head, 

(б) the comments of the Financial Adviser thereon, and 
(c) the comments of the Dmector of Army Audit thereon. 

3. Audit Eepmi — Paragraph 3. — ^It is for the Committee to decide 
whether it will deal Anth these comments on previous .reports before or after 
the report proper. I tnist the Committee AviU agree that tliis linking up ivith .* 
previous reports is important. 

I endorse the suggestion made by the Director of Army Audit at the top 
of page 2. 

4. Audit Eeport — Paragraph 3 — top of page 4. — ^The Committee may 
desire to loiow whether any decision has yet been arrived at on the question 
of prepayment. 

5. Audit Eeport — Paragraph 3 — renidrlc against “ Paragraph 48 ”, — The 
Committee may desire to know ivhat progress has been made ivitli concen- 
tration. 

6. Audit Eepoi't — Paragraph 4. — ^The Committee may desire to knoiv Avhat 
progress has been made in the reduction of the staff at Army Headquartei-s. 

7. Audit Eeport — Paragraph 7. — ^The Committee may dcsu’c to Imoiv 
whether this may be regarded as a final settlement of this very troublesome 
question. 

8. Audit Eeport —Paragraph 14. — ^Tliis Committee has been entrusted 
with a very important enquiry and the Committee may desire fo know whether 
it has yet reported and what action has been taken on the report. 

9. A%ulit Eeport — Paragraph 17. — ^The Committee may desire to comment 
on the value of central purchase of certain classes of commodities. 


\ 
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10. Appi'opriaiion Accounts — Paragraphs 2 and 13, Audit Report — Para- 
graph 23. — ^The Committee may desire to ^ake the enquiiy suggested by the 

I Dii'ector of Army Audit. It may also de'sire to express approval of the close 
approximation of the actuals to the estimates specially in view of the serious 
discrepancies in the two previous years, vide paragraph 3 of the Appropria- 
tion Accounts. 

11. Appropriation Accounts — Paragraph 4 :. — ^As an illustration of the 
truth of the statement in the first three fines, reference is invited to the 
accounts on pages 13, 32 and 42. 

12. Appropriation Accounts — Paragraph 6. — Reference is invited to the 
comments of the Director of Army Audit in paragraph 23 of his report. 

13. Appropriation Accounts — Paragraph 10. — The larger outlay on stores 
in 1926-27 and 1927-28 is due, I presume, not to a larger consumption, but 
to the fact that in preceding years the Army had been living largely on sur- 
plus stores. 

14. Appropriation Accounts — Paragraph 36. — ^Reference is invited to the 
. remarks of the Director of Army Audit in paragraph 23 of liis report. While 
it wiU be the duty of the Director of Aimy Audit to call attention to reappro- 
priations to meet the cost of new measures, his work will obviously be facili- 
tated if the authorities who record the reappropriations draw a similar dis- 
tinction. In the same way, if the vdsh of the Special Committee was based 
on the view that such reappropriations should be as few as possible, it is 
obviously the duty of the Financial Adviser to consider how far that view 
should be met and how. 

15. Appropriation Accounts — Paragraph 45. — ^The Financial Adviser 
offers no comments on this account. Reference is invited to the remarks of 
the Director of Army Audit in paragraph 24 of liis report. 

16. Appropriation Accounts — Paragraphs 4H, 49 and 50. — Reference is 
invited to the remarks of the Director of Army Audit in paragra;^h 25 of Iris 
report. Those remarks indicate that the excesses cccurred under Direct 
Charges to the extent of 21, 74 and under Supplies and Services to the extent 
of 26, 26. 

The difficulty of giving accurate explanations of the excesses seems to be 
due to the drastic changes made in the form of the accounts after the estimate 
had been framed and the Committee may desire to emphasise the view, which 
it has already expressed, that it is undesirable to change the form of the 
accounts in any year unless it has also been foimd possible to alter the form of 
the estimates for that year. 

17. Appropriation Accoxmts — Paragraphs 49 and 53. — ^The Committee 
may desire to reiterate the view that provision should be made in the estimates 
under the head under which the expenditure Avill eventually be recorded in 
the accounts. 

18. AppropriaHon Accounts — Paragraph 58. — The comment in paragraph 
17 above applies here also. The Committee may also desire to ascertain the 
cause of the incorrect debit in 1924-25. 

19. Audit Report — Paragraph 26, — Attention is invited to the comments 
in sub-clauses {vi) to {viii). 

,20. Audit Report — Paragraph 27 {ix). — ^The Committee may desire to 
ascertain whether victualling agents have been abolished. 

21. Audit Report— Paragraph 29.— This is a very serious case. The 
main lesson to be learnt seems to be the danpr of loss to Government if orders 
authorising payments are not scrutinised with the utmost care and if there is 
any delay in carrying through recognised account processes. 

22. Audit Report — Paragraph 30. — ^In view of the serious loss entailed — 
nearly Rs. 5| lakhs — ^the Committee may desire to know what safeguards 
have been devised. 





Head II. 

23. Appropriation Accounts— Paragraph G2. — Reference is invited to 
paragraph 34- of tlie Audit Report. TJie original estimates under tlic sub- 
lieads ‘ Working expenses of Manufacturing Establishments ‘ Inspection 
of Stores ’ and ‘ Exchange ’ were very seriously vTong. 

24. Appropriation Accounts— Paragraph 67. — Reference is invited to 
paragraphs 38 and 50 of the Audit Report. The Committee may desire to 
investigate the large losses of stores in the Central hlechanical Transport 
Stores Depots. 

25. Appropriation Accounts — Paragraph 68. — ^The Committee may desire 
to ascertain whether the explanation given relating to item 6, which is much 
the biggest, does not indicate defective budgeting, and Avhy the modified 
appropriation at the end of the year could not be closer to the actuals. Did 
not monthly actuals, specially under item 6, indicate the need for a larger 
diminution of the original appropriations V As regards item 6, 1 would point 
out that smaller purchase of stores affects the total grant while larger value 
of outturn transferred to Head IV does not. The Committee may like to 
suggest that these two items should have been recorded separately and the 
values exhibited separatel 3 ^ 

Attention is also invited to paragraphs 48 and 49 of the Audit Report. 

26. Appropriation Accounts — Paragraph 69 (2). — H the explanation means 
that the budget pro\dsion was made under this head, whereas the actual 
expenditure was recorded under other sub-heads, ini’- comment on paragraphs 
49 and 53 {vide paragraph 17 of this letter) applies here also. 

27. Appropriation Accounts — Paragrapih 75 (1). — j\Iy comment on para- 
graphs 49 and 53 {vide paragraph 17 of this letter) apphes here also. , 

28. Audit Report — Paragraph 37. — ^Tho main lesson to be learnt from this 
case is the need for prompt and thorough local inspections. 

29. Axidit Report — Paragraph 39. — Special attention is invited to this 
paragraph/ 

30. Audit Report — Paragraph 40. — ^Attention is imdtcd to the comments 
in clauses {iv) and (?;). 

31. Audit Report — Paragrajdi. 41. — The Committee may desire to ascer- 
tain what comments have been made on the conduct of the Controller of Mili- 
tary Accounts. 

32. Audit Report — Paragraph 43. — ^The special attention of the Committee 
is in vite i to tins very serious case and also to the last four lines of jiaragraph 44. 

33. Atidit Report — Paragraph 46. — ^The Committee may desire to ascer- 
tain who purchased the plant and on what authority ? 

34. Audit Report— Paragraph 47. — ^Attention is in^^ted to this instance 
of very jiractical results of au^t action. 

35. Audit Report — Paragragdi 54. — ^The Committee may desire to ascer- 
tain the position as regards this very important matter. 

Head III. 

36. Appropriation Accounts — Paragraph 83. — ^Attention is invited to the 
comments in paragraph 64 of the Audit Report. 

37. Audit Report — Paragraph 66. — ^The Committee may desire to luiow 

what comments have been made on the conduct of the Controller of Mihtaiy 
Accomits. ' 

Head IV. 

38. Appropriation Accoxints — Paragraph 89. —Attention is invited to the 
comments in paragraph 68 of the Audit Report. 

39. Appropriation Accounts — Paragraph 90. — ^Attention is invited to the 
comments in paragraph 71 of the Audit Report. ' 

40. Appropriation Accoimts — Sub-head 19 — Departmental transfers {page 
35), — ^The Financial Adviser has offered no comments on this sub-head. 
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Attention is invited to the comments in paragraph 70 of the Audit Report.- 
T would elaborate these comments by explaining that goods in transit at 
the beginning of each financial year have to be credited to this head when 
brought to account in the receiving dep6t or unit. Thus this credit figure of 
60 lakhs represents the excess of goods in transit at the beginning of the year 
over the goods in transit at the end of the year. Even so, it seems a large 
figure and the Committee may desire to suggest that more attention should be 
paid to the accuracy of the classifications under these heads. ^ 

41. Appropriation Accounts — Paragraph 93. — My comments on para- 
gi’aj>hs 49 and 53 {vide paragraph 17 of this letter) apply here also. The Com- 
mittee may desire' to ascertain whether the Controllers, who followed incoiTect 
methods of accounting, had any reasonable excuse for such an error and whether 
they have now received adequate instructions. 

Head V. 

42. Apipropriation Accounts — Paragraph 108. — Attention is invited to 
the comments in paragraph 75 of the Audit Report. 

Head VI. 

43. Appropriation Accounts — Paragraph 113. — ^Attention is invited to 
paragraph 77 of the Audit Report. 

44. Appropriation Accounts — Paragraph 115. — The special attention of 
the Committee is m^dted to the comments in paragraph 78 of the Audit Report. 
The last sentence is pertinent because even the modified grant was over Rs. 1 
crore out. 

As regards the last sentence in sub-paragraph 1 of paragraph 115, the 
• Committee may wish to eonsider whether, when the form of the accounts is 
simplified, more effort should not be made to prepare a budget estimate which 
shall conform to the final account. 

45. Appropriation Accounts — Paragraph 118. — ^Attention is invited to 
paragraph 79 of the Audit Report. 

48. Army. 

Part B. — Auxiliary and Territorial Forces. 

46. Appropriation Accounts — Paragraph 133. — ^The Committee may 
desire to be assured that the 6 lorries purchased on 30th March 1926, were 
really required, and that the purchase was not made merely to utilise savings. 

47. Audit Report — Paragraph 82. — ^This is another instance of the need 
for prompt local audit. 

48. Army. 

Part C. — Royal Air Force. 

48. Appropriation Accounts — Paragraphs 138 and 142. — The explana- 
tions suggest the importance of prompt action in recasting stock book rates 
so as to conform to the new official rate of exchange, viz., Re. 1 = 1^. 6t?. 

50. hlmiTAEY Engineer Service. 

49. Appropriation Accounts — Paragraph 170. — ^Attention is invited to 
paragraph 80 of the Audit Report. 

50. Audit Repoii — Paragraph 94. — ^This paragraph contains an excellent 
example of the dangers arising when work is rushed through at the end of the 
year in order to utilise funds. 

61. Audit Report — Paragraph 96 («). — ^Tliis clause raises the very import- 
ant issue as to the powers of the administration to admit claims which are not 
clearly covered by contract without reference to the financial authorities. 

52. Audit Report — Paragraph 99. — ^Attention is invited to the very im- 
portant criticisms and suggestions contamed in this paragraph. 



56 


■Fnclostii'S • -rr ’ tj-kt OT? „ 

<3^^’=’^“”; « «B A® ^ ' 

1?!iOM Sffl /08-2’i. I’-'’'® 

S..I.CT '2, General’.. 


F -t-he L T lirTVO til® IlOU . 

2 . I oSev tlw attention to 1 g jaial attea- 

1.- 

s'”^'''^ttee oay 4“® '‘ .„ae rvffl ni* W "S.Caaeial 

?^St giants. ^ ■ . 

tBS^zS^Ts-^sc,’Syi 

special p„_A.ovs opei-atin» p^g^al iJ®V'^ 

1 Aiav, ntiusvial la ^ entirely iQ .,^=0111 etio ? 

liav< 



57 


Government o£ India took a figure so much larger (12|- lakhs and nearly 
23 per cent.) than the figure suggested by the Accountant General vrhich itself 
vas an overestimate. 

✓ 

(i) l\[inor points Trliich may repay investigation are — ^ 

(i) Whether the opening of the nev head referred to in sub- 

paragraj)h 3 vas not decided upon in time for budget provision 
to he made thereunder. 

(ii) Why there vas such delay in the presentation of bills for trunk 

calls {pide sub-paragraj)h 4-) as to render certain claims irrecover- 
able. 


(iii) The need for more rigorous deductions in the estimates for probable 
savings {vide sub-paragraph 5). 

y. JParaffraj^hs 18 to IB. — It is suggested that the Public Accounts 
Committee postpone consideration of the points' raised in these paragraphs 
until it has dealt vith the appropriation accounts as presented by the 
Accountant General in this volume. 

I merely remark that there must he such similarity in form between — 

(1) the demand for grants as presented to the Legislative Assenihly, 

(2) the accounts as maintained by the Accountant General, 

(3) the appropriation accounts as presented to the Public Accounts 

Committee, and 

(4) the Pinance and Eevcuue Accounts as presented to Parliament so 

as to render itjpossible 

{a) to prepare (3) and (4) from (2) , 

(i) to reconcile (3) and (4) with (2) and with each other and 

(c) to compare (3) with (1). 

I 

I suggest also that the fundamental basis for the form of all four must be the 
scheme of organisation and control in the Posts and Telegraphs Department. 
The Accoimtant General says this is the basis of his accounts — vide para- 
graph 14. 

If these views be endorsed by the Public Accounts Committee and if the 
Committee will see how far the present report fails to give information wdiich 
the Committee requires, such action will enable me to settle with the 
Accountant General a more suitable form for the next report. 

10. JParagrapli 16 {!) and {8). — The Public Accounts Committee may 

wish to state that with experience the actuals, under "unabsorbed oncost” 
should become very small. ^ 

11. {Paragraph 18. — Here too the budgeting with experience should become 
more accurate. In ■\dew of the comments offered in this paragraph I do not 
comment on diiferences between appropriations and expenditure as disclosed in 
the detailed accounts unless they are such as not , to be covered by these 
comments. 

12. Paragraph 83. — The Public Accounts Committee will no doubt view 
with concern the statement of the Accountant General in the last three lines 
that the importance of control of expenditure against appropriation is not yet 
realised adequately by even the more senior officers of the Department, 
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2o. Page oo . — A total saving of 67 on a total appropriation of 30,95 is 
V'oithy of comment as indicating accurate budgeting. ' 

t 

26. Pages 58 and 59 , — Taking this Sub-head as a whole the savings arc 
due mainly — 

(1) under non-voted — to excessive budgeting for requirements in 

England and 

a ° 

(2) under voted — to the mistake in budgeting pointed out in note 11(5) 

on page 61. 

The Public. Accounts Committee may wish to ascertain whether due attention 
has been paid to these matters in the preparation of subsequent estimates. 

‘ 27. Page 9G — 7ioies 1I{1) a^ul (d ). — ^Errors in the scrutiny of progress of 
expenditure against appropriation are pointed out in the second sub-paragraph 
of note .(1) and in note (4'). 

2S. Page Gy — notes III {a) and (6). — ^The Public Accounts Committee 
may wish to ascertain ndiy there was this delay in bringing to account stores 
received from England mentioned in («) and as to the progress into the invest!- 
gatiou to disclose surplus stores referred to in (i). 

29. Page 71 — note II . — I am attempting to devise a general procedure for 
the scruliny of claims raised by the Controller of Stationery and Printing 
against other Departments. Tlie enquiry may be prolonged as it raises wide 
issues as to the foi-m of the accounts to be maintained by him, 

3<h Pago 93 and elseiohere . — I have told the Accountant General that no 
grant can ever l)c formally reduced by surrender. That is an executive act 
which does not affect the act of the Assembly in making the original grant. 

31. Page 96, jJaragrajdi 6d . — The voted grant was 2,12,36 and expendi- 
ture 2,13,71. The latter includes 1,60,82 — 1,24,09=36,73 tiwnsferred from 
Eevenue and not provided for in the budget. Thus the real expenditure 
against grant has 1,76,98 which showed a saving of 35,38, or 16‘6 per cent. 
This is another pi oof of (he need for drastic revision of estimates for funds 
required for construction. 

32. Pa<ie 101, pai'agrapli 65 (*). — Attention is invited to my comment 
on note III (d) on page 67, vide paragraph 28 of this letter. 

33. Page 101, paragrax>li Go {ii ). — Tlie Public Accounts Committee will 
no doubt, be glad to see the larger proportion of stores purchased in India in 
1925-26 than in 1924-25. 

34. Page 106, paragraph 67 . — The Public Aecoirnts Committee may wish 
to ascertain why capital expenditure in the Indo-European Telegraph I)e 2 )art- 
ment has been charged to Ecvenue wliile similar expenditure in the Indian 
Telegraph Department has not heen charged to Eevenue. 

/ 

35. Pages 106 to 108, pai'agi'apih 69 , — I invite the special alientiou of 
the Public Accounts Committee, when it is considering the Profit and Loss 
Statement on page 107, to the comments of the Accountant General at the 
bottom of page 106 and at the top of page 108. 

36. Page 118, piaragrapli 75 . — The excess to uMch attention is drawn in 
this paragraph requires validation by a grant by the Legislative Assembly. 

37. Page 118, pa^'agraplt 77. — The explanations in this iJaragraph afford 
further evidence of over-estimating for pay of establishments and for repairs. 
In this connection attention is also invited to page 131 (note 2 under Gulf 
Section and note (1) uudeV Persian Section) and to note 1 on page 132. 
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Wlien therefore a definite lapse is anticipated in the provision made itnder 
a voted grant the proper course is to take the surrendered amount into a 
reserve Avithin the grant at the disposal of the Government and to obtai nthe 
requisite sanction for any additional allotment requhed to meet excess expen- 
diture elsewhere, one argument in support of this request for additional allot- 
ment being that money is available in the reseiwe. 

7. Page 4 — paragraph 19. — The Public Accounts Committee may wish 
to express the vieAv that it is most desirable to take steps as earlj’^ as possible 
to remove expenditure from objection. 

8. Page 5 — paragraph 22. — If the words “ and indicate mainly ” be 
substituted for “ which only indicate ” in line 10, 1 endorse the views express- 
ed by -the Accountant-General in lines 7 to the end. 

9. Pages 5 to 7 — paragraphs 23 to 25. — These paragraphs refer to one 
of the most important experiments ever undertaken in India, and I am glad 
to report that so far the results seem eminently satisfactory. The Public 
Accounts Committee, however, may prefer to wait another year before express- 
ing a final opmion as the function of the Committee is to comment on com- 
pleted facts. 

10. Page 7 — paragrajths 26 to 29. — ^The change referred to in these para- 
graphs hardly falls vdtbin the period covered by tliis report. 

11. Page 8 — paragraph 31. — The Public Accounts Committee will no 
doubt desire to IcnoAV the results of the further examination by the Railway 
Board of the question of payment of railway earnings into local treasuries. 

12. Page 10 — paragraph 40. — ^To build up a Reserve Fimd of 9,79,09 
within the fii’st Wo years of the Avorking of the convention is a noteAVorthy 
result. 

13. Page 11 — paragraph 41. — ^The Burma Railway is the only railway 
Avhich shoAA's better results in 1925-26 than in 1924-25. 

14. Page 13 — paragraph 46. — I doubt whether the Accountant-General 

is correct in referring to “ unsettled labour conditions in the mills in Bombay ” 
as the only cause of the “ slump particularly in the cotton industry 

I only mention the point as an indication of the extreme difficulty of 
summarising causes for a drop in railAVay earnings, 

16. Page 15.— -It is interesting to notice that while there Avas an increase 
of passenger earnings on seven lines out of nine, and of goods earnings on 
five out of nine, there Avas a considerable drop in the earnings as a Avhole. 
This indicates the predominant position of the East Indian Raihvay, the 
North Western Railway and the Great Indian Peninsula Raihvay Avliich 
shoAved drops throughout except in respect of passenger traffic on the North 
Western Railway. 

16. - Page 16 — paragraph 50. — ^There is a discrepancy beWeen this para- 
graph and the statement on page 15 Avhich shoAvs a di’op in the passenger 
traffic on the Great Indian Peninsula RailAvay also. 

17. Page 22 — paragraph 63. — I am afraid most of these Avere too trmal 
to be worthy of record. 

18. Page 28 — paragraph 77. — It Avould have been more satisfactory if the 
expenditure had also been recorded. Extracting these details from the 
accormts the complete statement is — 



Grant. 

Actuals. 


By Railway 
Board. 

By Agent. 


Agency 

1,26 

4,03 

3,58 

Stores . . ' 

. 13 

. . 

. . 

Engineering Department . . 

5,74 

4,07 

4,08 

Loco. Department 

7,70 , 

3,73 

3,76 

Carriage & Wagon Department 

2,03 

1,74 

1,67 

Traffic Department . . 

3,43 

1,27 

1,00 

Other expenses ... . . • . . 

4,97 

2,82 

4,33 


/ 
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it is obvious that the budget provision was excessive. 

It is not clear why the EailVay Board appropriated 1,26 only under 
Agency when the expenditure to be met was 3,58 or what authority the Agent 
had for departing so drastically from the appropriations made by the Railway 
Board. The whole question of the preliminaiy preparation of the Budget 
estimate of the non-voted grant by the Agent, its scrutiny by the Railway 
Board, and the subsequent action by the Agency well deserves investigation. 

19. Page 2d— paragraph 81. — The Public Accounts Committee may wish 
to ascertain whether any expenditure on automatic couplers had been incurred 
before the revised estimates of the cost of alteration of underframes had been 
received, also who was responsible for the preparation of the original estimates. 

20. Page SO—^aragragjh 84. — ^Thc Publie Aecounts Committee Avill no 
doubt \dew vdth satisfaction the continued reduction in the amount jjaid 
as compensation. 

21. Page 32 — paragraph 91. — Tlic Public Accounts Committee will no 
doubt agree that the undercharge in the case of private work was unjustifi- 
able. In either case Government has suiTcred as the profits payable to 
Government have been reduced. 

22. Page M—piaragrapth 95. — ^This case is important as it afl'ords legal 
supi^ort to the vicAV, that audit has had frequently to express, that correct 
maintenance of initial records is of jn-imaiy importance. 

23. Page 35 — paragraph 97. — ^The I’ublic Accounts Committee may wish 
to ascertain whether measures have been devised to protect Railways from loss 
in such cases. 

24. Page 36 — paragraph 98. — It is not clear why recovery was not made 
from the shipping company who must liavo benefited from the coal left in the 
ship. 

25. Page 39 — paragraphs 104 and 105. — ^Thc Public Accounts Committee 
vill no doul)t note Avith some surprise that although Railway Administrations 
were permitted to work up to their own estimates wliich amounted to 8,40,79 
and also to start Avork on 1 1 new constructions not provided for in those esti- 
mates, the total expenditure amounted to 3,91,72 only. The Committee may 
wish to ascertam Avhether there is more likelihood of administrations being 
able to work up to their estimates in the near future. 

26. Page 40 — paragrapili 108. — ^This is a good instance of the value of 
local inspections. Only tlius can certificates, Avhich have to be relied upon 
so largely in central audit, be checked. 

/ 

27. Page i^—paragrap>h lift — ^The Public Accoimts Committee may 
wish to ascertain what has happened to these machines. 

28. Page 43 — paragraph 117. — The saving on the amounts, up to which 
railway administrations Avere permitted to spend, Avas nearl}'^ 36 per cent. 

2d. Page iS-^aragraph 119. — ^I doubt Avhether this is a sufficiently com- 
prehensive exposition of the Avork of the AAmrkshops to place before the Com- 
mittee but the Committee may prefer to refrain from expressing any opinion 
until the recommendation of the expert accountants rcfeiTed to in paragraph 
121 have been considered. 

^0* -Pofl'e 44 — paragraph 120. — ^The Public Accomits Committee Avill no 
doubt tiote Avith satisfaction the great improvements effected on the Great 
Indian Peninsula Railway. 

45 — paragraph 123. — ^The Public Accounts Committee Avill no 
doubt AAnsh to ascertain from the Raibvay Board Avhether it has yet been found 
possible to accept the vieAvs of the Public Accomits Committee on this very 
important point as expressed in the report on the Audit Report for 1924-25. 
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32. Page 46 — -paragraph 126. — ^Tlie special attention of the Public 
Accounts Committee is drawn to this case wliich is perliaxjs the most serious 
individual case brought to notice in this report. . 

33. Page 48 — paragraph 128. — It is hoped that the Public Accounts 
Committee wiU endorse the view expressed in the last four lines. Mis-state- 
ment of facts in public accoimts is a grave offence and deserve serious notice. 

It is unfortunate that the Chief Engineer MmseK acquiesced m the irregular 
procedure. The Public Accounts Committee may also like to consider whether 
such a large payment to tlie conti’aetor for detention of wagons should be 
allowed when such claims have not been entertained in the past, as it is likely 
to create an undesirable precedent. 

34. Pages 56 to 58 — paragraphs 143 and 144. — ^In view of the evidence in 
sub-paragraphs (a) to (c) of paragraph 143 of the extent of the practice of 
travelling without tickets the Public Accounts Committee will no doubt 
desire to ascertain the measure of success of tlie experiment referred to in 
paragraph 144. 

35. Page 62 — paragraph 149. — ^This paragraph records a Uq^e of fraud 
which I do not recollect ha^dng met with before. 

36. Page 63 — paragraph 150. — ^Tlie Public Accounts Committee may 
desire to ascertain Avhether anj’’ further disciplinary action has been taken in 
this case. 

37. Page 63 — paragraph 151. — Reference is invited to my comment which 
is quoted at the end of this paragi-aph. 

38. Pages 64 and 65 — paragraphs 152 and 153. — These cases are important 
by reasons of the large sums involved and the Public Accounts Committee 
may desire to investigate them. 

39. Page 67 — paragraph 155. — ^The Public Accounts Committee may 
like to enquire whether the system tinder which it was possible for an under- 
charge of rent to remain undetected from 1902 has since been changed. 

40. Page Ql — paragraph 156, — 1 desire to emphasise the importance of 
linking up the work of one Public Accounts Committee with that of its pre- 
decessors. If the persoimel remained substantially the same, there would be 
obvious advantages in a Public Accounts Committee undertaking this duty 
before proceeding to consider the reijort of tlie year under consideration. But 
if the personnel is almost entirely changed, there may be advantages in under- 
taking this duty after it has considered that report. 

The cases stiU outstanding are — 

Audit Beport — ^paragraph 19. 

Appropriatio7i Beport — paragraph 79. 

Reference is invited to the following cases in view of their importance : — 
Audit Beport — paragraphs 65, 66, 82. 

Appropriation Beport — ^paragraph 68. 

41. Page 71 — paragraph 157. — ^The matters still outstanding from the 
Public Accounts Committee’s report for 1923-24 are those dealt with in clauses 
(a;) to {xii) of this paragraph. 

It is unfortunate that the Government of Indiaihas not dealt ivith the 
report /or 1924-25 in time for its action to be mentioned in this report. The 
Public Accounts Committee may desire to exioress the wish that in future the 
Government of India will take action on its reports before the time comes for 
the publication of the next series of Appropriation Accounts and of the reports 
thereon. 

42. Page 73 — paragraph 158. — The Public Accounts Committee may ^vish 
to ascertain if dny of these cases have yet been settled and, if so, how. 
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43. Pages 76 to 82.' 
lowing grants : — 

Bengal Nagpur Railway 

Bombay, Baroda and Central India 
Railways. 

Burma Railway ... 

Eastern Bengal Railway 

East Indian Railway . . 

Great Indian Peninsula Railway 


7. Capital — New Construction. 

8. Capital — Open line works. 

10. Revenue — Appropriation from Depreciation 
Fund. 

8. Capital — Open lino works. 

10. Revenue — Appropriation from Depreciation 
Fund. 

7. Capital — ^New Constniction. 

10. Revenue — ^Appropriation from Depreciation 
Fund. 

8. Capital — Open line worlcs. 

10. Revenue — Appropriation from Depreciation 
Fund. 

8. Capital — Open line worlcs. 

10. Revenue — Appropriation from Depreciation 
Fund. 


I 

-The savings are particularly heavy under the fol- 


Madras and Southern Mahratta 8. Capital — Open hne works. 

Railway. 

10. Revenue — ^Appropriation from Depreciation 
Fund. 

North Western Railway . . 7. Capital — ^New Construction. 

10. Revenue — ^Appropriation from Depreciation 
Fund. (Strategic.) 

14. Strategic — Revenue. 

South Indian Railway . . . . 7. Capital — ^New Constniction. 

'8. Capital — Open lino works. 

10. Revenue — ^Appropriation from Depreciation 
Fund. 


Other Railways 


7. Capital — ^New Constniction. 

8. Capital — Open lino worlis. 


The noticeable excesses are — 

Burma Railways . . . . 8. Capital — Open lino works. 

Eastern Bengal Railway . . 6. Revenue — Repairs, etc. 

8. Capital — Open lino works. 


Madras and Southern Mahratta 7. Capital — ^Now Constniction. 

Railway. 

North Western Railway . . 8. Capital — Open lino works. 

10. Revenue — Appropriation, etc. (Commercial). 


Other Railways 


12. Revenue — ^Appropriation to Resen'e Fund. 


44. Pages 83, et seq. — ^If the Accountant-General has 'mentioned in his 
notes all the cases in which excesses under sub-heads have been covered by re- 
appropriation the Publie Accounts Committee ■will doubtless agree that too 
little attention has been paid to this important feature of financial control. 

45. Page 89. — The budgeting on the Bombay, Baroda and Central India 
Railway seems to have been poor. 

46. Pages 90 and 95 — notes under “ North Western Railway” (Voted ). — 
The Public Accounts Committee may desire to ascertain why on this railway 
alone these delayed adjustments oecurred. 

47. Page 98 — Eastern Bengal Raihvay, — ^Attention is in'vited to the com- 
ment of the Accountant-Genei’al. 
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48. Tage 98 and elseivhere. — ^Tlie Railway Board when scrutinising the 
budgets might have checked more carefully the manner in which provision 
was made for payment of Lee Concessions. The Madras and Southern 
Malu’atta Railway made no provision whatever. 

49. Pages 118 'and 119. — The savings on .the appropriation for rolling 
stock amounted to over 17'5 per cent. 

50. Pages 133 and 134. — The explanations under Burma Railways and 
Assam Bengal Railway -raise the question whether budget provision should 
be made' unless it is quite certain that sanction will be accorded in time to 
permit work to be undertaken during the year. The overestimating under 
tliis grant is serious and general — much the most serious being for the 
‘ Raipur-Parbatipur ’ extension on which 14,67 only was spent as against 
1,34,00 appropriated. Under Grant No. 7 the actual savings were 4,49,07 
as against a deduction for probable savings in the budget of 1,94,09. 

51. Page 141. — ^The actual saving under Grant No. 8 was 8,40,59 as 
against a deduction for probable savings in the budget of 7,23,21. 

52. Page 142 and. ^jagre 145 {East Indian Paihvay). — The comment on 
pages 133 and 134 {vide paragraph 50 of tins letter) applies here also. 

53. Page 171. — Tlie actual saving under Grant No. 10 amounted to 
3,23, 49 against a deduction in the budget for probable savings of 1,81,83. 

54. Page 171 — Footnote. — This seems to require further explanation. 

55. Page 172. — ^The comment on pages 133 and 134 {vide paragraph 50 
of this letter) applies here also. 

56. Page 195. — Under Grant No. 14 there was a saving of 68,97 or 38 per 
cent, of the grant. Notliing was deducted for probable savings. 

57. Page l^Q—note (3). — The Public Accounts Committee may wish to 
enquire whether it was Icnown that this rolhng stock -would be sold when the 
supplementary grant was obtained. 

58. In the following cases pro\nsion of funds was made under heads other 
than those to which the amounts are properly debitable. The Public Ac- 
counts Committee may Avish to suggest that the provision in the budget 
estimate in future should be made under the head under which the expenditure 
Avill eventual^ be recorded in the accounts. The case referred to in paragraph 
82 is specially serious. The grant was 79,25 and tlie expenditure 1,85,43. 

Page 30 — ^Paragraph 82. 

Page 5^ — ^Paragraph. 136. 

Page 96 — ^Bombay, Baroda and Central India Raihvay (Voted). 

Page 105 — ^LuclcnoAV Barcill}'^ Railway^ , 

Page 117 — Eastern Bengal Railway and Great Indian Peninsula 
Railway. 

Page 118 — Great Indian Peninsula Railway. 

Page 121 — Bengal Nagpur Railway and Great Indian Peninsula 
Railway. 

Page 122 — ^Tirhoot Railway, Bengal Nagpur RaihA'-ay and East Indian 
Railway. 

Page 123 — Great Indian Peninsula RaihA^aj'- and Tirhoot RailAra5\ 

Page 126 — Bengal Nagpur RailAAmy. 

Page 127 — Tirhoot RaihA^ay. 

» 

Page 145 — ^Assam Bengal Railway. 

Page 175 — Burma RaiRvayS. 

Page 176 — ^Burma Raihvays. 
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59. The supplementary appropriations in the follo^ving cases seem to 
Indicate lack of knowledge of progress of expenditure : — 


Original Supplement- 

Final 

Expendi- 

SaAings — 

Appropria- ary Appro- 
tion. priation. 

Appropria- 

tion. 

ture. 

Excess +. 

Page 98 — ^Eastern 

Bengal Railway 4,87 — 11 

4,76 

6,00 

-H,30 

Page 101 — Bengal , 

Nagpur Railway 13,36 2,00 

15,36 

14,03 

— 1,33 

Page 101 — East 

Indian Railway 29,30 —1,43 

27,93 

29,47 

-hi, 54 

Page 106— Total.. 51,51 3,11 

54,62 

51,43 

—3,19 

Page 109 — Great 

Indian Peninsula 

Railway . , 27,00 1,00 

28,00 

20,16 

—1,84 

0 

60. In the foUoAving cases the original budgeting 

seems to 

have been 

seriously defective : — 


Original 

Expenditure. 

Savings — 

Appropriation. 


Excess -r . 

Page 98 — Eastern Bengal Railway 

4,87 

6,00 

+1,19 

Page 105 — East Indian Railway 

12,80 

8,08 

—4,72 

Pago 106 — Great Indian Peninsula Railway 7,50 

Page 107 — Bombay, Baroda and Central India 

4,48 

—3,02 

Railway 

3,60 

1,66 

—1,94 

Page 107 — South Indian Railway . . 

2,90 

1,50 

—1,34 

Page 110 — Great Indian Peninsula Railway 

12,50 

17,04 

-(-4,54 

Page 111 — Eastern Bengal Railway 

9,90 

10,15 

+0,25 

Page 113 — Eastern Bengal Railway 

78,48 

85,55 

4 7,07 

Page 1 14 — North Western Railway 

. 1,60,64 

1,90,27 

+ 23,03 

Page 117 — North Western Railway 

. 1,12,00 

07,39 

—44,01 

Pago 118 — Great Indian Peninsula Railway 

2,11,50 

1,73,25 

—38,25 

Page 118 — Madras and Southern Mahratta 

Railway . . 

90,00 

72,12 

—23,88 

Page 119 — North Western Raila-ay 

. 2,03,00 

1,20,05 

—77,55 

Page 121 — ^North Western Railway 

. 1,41,94 

1,91,10 

+49,10 

Page 126 — East Indian Railway 

43,76 

08,22 

+24,40 

Page 128 — Great Indian Peninsula Railway 

2,17,15 

2,25,88 

®+8,73 

Page 172 — Tirhoot Railway 

• 

5,94 

+5,94 

Page 176 — General — (aggregate result is 

8,93 

21,51 

t-12,58) 


61. Pages 200 to 207. — Special attention is invited to this Appendix. 
It is a notable record of the result of four months’ work and while the Public 
Accounts Committee mil probably prefer to wait for a report on a whole 
year’s work before expressing a deWte opinion it may Avish to concim 
tentatively Avith the opinion expressed at the end of paragraph 2. 

62. Page 201 — gyaragrapli 3. — ^The Public Accounts Committee may Avish 
to knoAv what progress has been made up to date in the catching up of arrears, 

63. Page 202 — paragraph 4.- — 

(1) The special attention of the Public Accounts Committee is inAuted 

to clauses {v), {vi), (vii), (xii), [xiv), {xxii), the matters men- 
tioned in which are of special importance. 

(2) The Public Accoxmts Committee may Avish to ascertain the present 

position as regards matters mentioned in clauses [x), (xi), {xiii), 
{xvi), {xvii), (xxi), {xxii). 
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Enclosure V (a). 

Letter erom Sir Frederick Gadntdett, K.B.E., C.I.E., I.C.S., Auditor 

General in India, to the Secretary to the Government of Madras, 

Finance Department, No. 505'Admn. 772-27, dated the 21st April 

1927. 

Subject : — Audit and AfiMo-priation Accounts of the Gooernment of Madras 

for the year 1925-26. 

Witli reference to Rule 15 («) of the Auditor General’s rules framed 
'Under Section 96D (1) of the Government of India Act, I have the honour to 
transmit herewith tAVO copies of the Audit and Appropriation Accounts of 
the Government of Madras for the j'ear 1925-26, prepared by the Accountant 
General, Madras, for submission to the Public Accounts Committee and 
necessary action by the Government of Madras. 

2. Copies of the accounts of receipts and disbursements of the Secretary 
of State and the High Commissioner for India on account of the Govern- 
ment of Madras for the year 1925-26 together with the Home Auditor’s re- 
ports thereon will be transmitted to the local Government when copies thereof 
are received. , 

3. As a result of an enquiry made by me at the instance of the Central 
Committee of Public Accounts and the Government of India into the possi- 
bility of assimilating Indian Appropriation Reports to the corresponding 
British reports, I recommended in my rejoort to the Government of India that 
the present Appropriation Report might be so amplified as to make it a self- 
contained report like the British report and the complete Audit and Appro- 
priation Accounts referred to in rules 51 and 52 of the Indian Legislative 
Rules and rules 33 and 34 of the Provincial Legislative Rules. Under the 
reorganisation suggested by me the present Audit Report should be made a 
report for the Executive Government only, while the Appropriation Report, 
to be called hereafter the Audit and Appropriation Accounts, should be 
made a report for the local Government as well as for the Committee on 
Public Accounts; and the latter together with the Auditor GeneraPs com- 
ments thereon should constitute the Audit and Appropriation Reports refer- 
red to in Rule 15 {a) of the Auditor General’s Rules. In order to obviate 
confusion, I propose in future to call the former “the Executive Report.” 

The Government of Madras have since accepted in the main the form 
of the report outlined in my report of enquiry referred to and the present 
report has been drawn up accordingly. 

The principal changes which have been introduced in the form of this 
report, with a view mainly to the inclusion therein of all matters falling 
within the jurisdiction of the Committee on Public Accounts and the remo- 
delling and improvement of the substance thereof on the lines of the British 
report are briefly enumerated below : — 

{a) The accounts of voted and non-voted charges have hitherto been 
shown separately. A combined account has now been prepared 
for each grant, the voted and non-voted charges falling under 
each head of service being shown therein separately and in 
juxtaposition. 

(&) The appropriation account compares the actual expenditure with 
the grant original as well as supplementary as sanctioned by 
the authority concerned (viz., the Legislature for voted charges 
and the Finance Department for non-voted charges). To meet 
the wishes of the local Government certain old features have, 
however, been retained, viz. final modified re-appropriations 
and the variations of actuals against them have been exhibited, 
although this was not contemplated in the scheme for remodel- 
ling the report. 
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(■o) Attempts have been made to make the explanations of the varia- 
tions between Grant and Expenditure fuller than have bithcr- 
to been the case by appending suitable notes to Ihc appropria- 
tion accounts and supplementary information has also been 
appended, as far as possible, in respect of certain sjiecial tran- 
sactions, viz., gi-ants-in-aid, store accounts, new major works, 
losses, etc. 

(d) The report on the appropriation accounts has been made more 
comprehensive by including in it cases of serious financial irre- 
gularity, which have hitlierto been mentioned in a separate 
Audit Report, classifying them by Grants so as to enable the 
Committee on Public Accounts or other authority reviewing a 
particular appropriation account to deal readily with tbe seri- 
ons irregularities connected Avith it. As the Audit Report 
for the year 1925-26 has been prepared after the old model and 
is intended to be placed before, the Public Accounts Committee 
separately, the Accountant General has given only a brief in- 
dication of the irregularities Ainder the respective grants by a 
reference to the reloA'ant paragraphs of the Audit Report. In 
future the Audit Ret)ort will be prepared for the Executive 
Government only and ca.ses of financial irregularity Avill be so 
mentioned in the Audit and Appropriation Accounts as to 
make the latter self contained and complete. 

4. I offer the folloAving comments on the Audit and Appropriation 
Accounts. 

5. Page V, Ivtrodnctory, .'^nh-paraarayli 2 . — The Government of India 
have since held that cases arising in a ‘backward tract’ in AAdiich the provi- 
sions of Section 72D of the Government of India Act do not apply, do not 
come under the cognizance of the Public Accounts Committee or the Legis- 
lative Council, as the functions of these bodies are regulated by the rnle-s 
framed under that section of the act. 

6. Chapter I, Provincial Finance . — So far as can be seen, the normal 
growth of expenditure is greater than the normal growth of income so that 
prudent finance aa'OuM suggest that the additional funds made available for 
expenditure by the gradual remission of contributions should not be fully 
utilised in meeting permanent commitments. 

7. Paragraph IS . — It is often said that remissions of contributions go 
mainly to ReserA'ed. From the table giA’en below it would appear that, as 
compared with the year 1921-22, there has been an increase of expenditure 
met from revenue in 1925-26 under Transferred Avhile there has been a 
decrease under Reserved. If the figures for provincial contributions are 
excluded from columns (1) and (2). viz. 3.48,09 and 2,21.98 respectiA’cly, 
column (3) of the table AA'ould still exhibit a decrease. This seems to indi- 
cate that the funds made available for expenditure by the remission of con- 
tributions AA'ere utilised to a considerable extent in meeting expenditure- 
under Transferred. 


Expenditure excluding thnt not charged to Rcxcnuc. 

Contrliiutlon^. 

3lcscr%'cd. 

1921-22 

4 

Trnn«!frn‘r«!. 

1921-22. 

192.5-20. 

8 

11 CO rca«c. 

9 

l(»2l-22. 1025-20 

1 2 

Dccren^c. 

3 

1925-20. 

5 

lncrca*<e, 

« i 

1 

12,87,00,018 11,49,41,325 

1.37,59,203 

4,23,08,124 

1 

4,87,35,309 

* 03,07.185 I 

1 

3,48,00,000 ' 2,21.98.000 

1,20.02,000 


8. Paragraph 23. — One of the .sti-ongcst instruments of control giA'cn to 
the Legislature is that no grant can be exceeded Avithout its consent. Any 
reduction in the number of grants necessarily lessens the poAA'or of this con- 
trol. as it giA'^cs scope for transfers betAA'cen different major heads Avithin a. 
grant of sums A'oted for different purposes. Further the inclusion under 
a grant of a considerable number of major heads of expenditure, e.g. Grants 
I and VII may have the effect of lessening the poAA'er of control over expen- 
diture by Avidening the scojje for reappropriation. In the circumstances it 


1 


1 
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IS for the consideration of the Public Accounts Committee •whether a reduc- 
tion in tlio number of grants is desirable. 

^ 0. Pdraf/ntpli 2Ji. — 'I’lic question raised by the Accountant General is 

both im))ortant and difllcult. A budget estimate as presented to a Legis- 
laliA'c Council presents to the Council an CvStimate of the net result of tlie 
revenue tiansactions of a year and also an estimate of the closing balance of 
Government ns a -whole having regard to revenue, capital and debt transac- 
tions. The inclusion within one grant of ca])ital and revenue transactions 
rf the same character enables the local Government to renppropriate hetwe<'n 
tlie revenue and the capital account and such re-appropriations will ncces- 
sni’ily affect the revenue balance to which the Legislative Council may, and 
should, attach consideralilc importance. 

On the other hand it is admitted that the question •whether expenditure 
of a capital nature should be met from loan funds or from current revenues 
is merely a problem of ways and means and it may be convenient for the local 
Government not to decide until the close of the year how much of such expen- 
diture is to he met from cajiital and ho-iv much from current revenues. 

Further a local Government can always alTcct the Revenue balance by 
increasing oi- reducing non-voted expenditiire. 

It is for (he Public Accounts Committee to advi.se the Legislative Conn 
oil and Government wbat view should be taken on this question. I suggest 
that the real issue can bo raised if the Public Accounts Committee will con- 
sider whether it .shall advi.se that capital and revenue transactions shall 
not lie included within the same grant. 

10. Farapraph^ 25-20. — A .striking instance indicating the desirability 
of breaking up the minor beads into .smaller units is the bead “Other F-stah- 
Hshments’' under “22 General Administration'’ on page 48 of the report 
under whieh the appropriation is over 1,40 lakhs 

11. Panujrnph 37. — As expenditure on a ‘new service’ requires a sup- 
pleineiifary grant, the Puldic Accounts Committee, on behalf of the Legis- 
lative r’oiincil, should consider carefully those cases which the audit antho- 
litics consider to be ‘new serviccvs' while Government think the reverse. T 
have nov' under discu.ssion with the Government of India a working defini- 
tion of a ‘new .service’ but 1 have not yet received an expression of the views 
of the Government of India. T have elaborated the views to which reference 
is made in paragra])h 37 hut for the present 1 suggest that the Public 
Accounts Committee accept those views. 

Tliere is still disagreement as (o the cases (1). (2), (4) and f6) mentioned 
in paragraph 37. I .suggc.st that all this expenditure is expenditure which 
has been voted before and therefore is not ‘new’ in this sense. In case (1) 
tlie expenditure was quite inevitable ami 1 think the Public Accounts Com- 
mittee v.otild exercise a wise discretion if it were to accept the view that in 
this ca.'C the e.xjienditurc was not on a ‘new service’. In case (4) the expen- 
diture. in my opinion, is not sufiiciently large to warrant classification as on 
a ‘new .service’. As regards case (6). the commercialisation of a concern 
entails upon Government the liability of making good los-ses on working. 
Such expenditure therefore cannot lie regarded as pertaining to a ‘new ser- 
vice’. 'Phus in my view case (2) is the only donlitful case and I am inclined 
to think that an expenditure of Rs. 16,33r) on the purchase of a new official 
building is of sufficient importance to be regarded as on a ‘new service’. 

12. PdvfKjrnph 3S. — The Puiilic Accounts Committee will doubtless 
desire fo investigate the reason for not obtaining the supplementary vote 
of the Council in 1925-20 for this ‘new service’, specially in view of the fact 
lhat ihe necessity for the same was brought to the notice of the local Govern- 
ment by the Accountant General as early as in September 1925. 

13. PuriKjraph 39 . — 

Tolni A])])ro])ria(ion is . . . . . . 17,80,01 

„ ExpcndiLurciii 16,88,3!) 

Savings arc . 92,25 or 5'2 per cent, of 

tlio total Appropriation. 



This is much larger than the percentage which is rcgardccl as a reasonable 
saving on a close estimate, and the Public Accounts Committee may desire 
to investigate the system of budgeting under those grants in which the 
largest percentages of savings occur as shown in paragrajihs 41 and 42 of the 
report, Stamps, Forests, Irrigation, Public Health, Industries, Civil 
Works, Stationery and Printing and Loans and Advances. 

14. Paragrn-ph 40 — Stationery and Printing. — As there were excesses 
under this head in the two previous years, and as the slight excess under 
‘Stationery and Planting’ (Transferi-cd) is accompanied by a very heavy 
saving of over 26 ]icr cent, under ‘Stationery and Printing’ (Poserved) the 
Public Accounts Committee may like to enquire into the system of budgeting 
under this head. 

15. Paragraph 40. — The attention of the local Government is invited to 
the Accountant General’s remarks contained in this paragraph. 

16. Paragraphs 4S to 52. — 1 cndor.se the Accountant General’s views 
expressed in these paragraphs. Some striking instances in support of his 
views will be found in the notes on — 

Page 46 — item (3) voted). 

Page 48 — item (10). 

Page 99 — item (1) (voted). 

Page 103 — item (1) (d) (voted). 

' Page 107 — item (3) (b) (voted). 

Page 119 — item (12) (b) (voted). 

Page 120 — item (15) (voted). 

Page 159 — item (2) (voted). 

I’hc Central Public Accounts Committee in paragraph 13 of their report on 
the accounts of the year 1924-25 .said on this subject— 

“We have devoted careful consideration to the evidences of a 
tendency to over-estimate expenditure in the i)rc])arntion of 
Hcmaiuis for Grants which arc alTorded by numerous instances 
brought to notice in the Appropriation "Accounts now under 
review. It appears to us that this tendency to over-estimate 
is particularly noticeable (a) in the pi'ovisio'n made for estab- 
lishments and (h) in the sums entered under heads relating 
to expenditure on works whether chargeable to capital or to 
revenue. It seems to have been the regular practice for the 
])rovision under such heads as pay of establishments to bo cal- 
culated on the basis of existing cadres with little reference, if 
any, to the ])robahility of .savings due to casualties, leave, 
seconding to otiier duties, and so on. The result is that at the 
end of the year comparatively large under.spen dings are brought 
to light for which allowance might well have been made in 
the original estimate.^. The cxi.stence of such margins facili- 
tates re appropiaations to purpo.ses jiot contemplated at the 
time when the budget was framed, for which no specific autho- 
risation has been oI)tained from the Assembly, and even if. as 
we are assured is the case and as the comparatively large realis- 
ed surpluses on recent budgets tend to prove, the Finance De- 
partment has been increasingly strict in recent 5'ears in pre- 
venting such re-ilppropriations, we arc nevertheless of opinion 
that steps shpuld be taken to ensure that the ])rovision under 
such heads as pay of establishment should be based not only 
on existing cadres, but also on the experience of previous years, 
and a suitable lump sum deduction made for probable linder- 
spendings under these particular heads. The Finance Depart- 
ment have already introduced with advantageous results in the 
past two years the system of making lump sum cuts in the 
demands for gi’auts as a whole to allow for probable under- 
spendings and Ave expect that the effect Avill be to reduce the 
extent of undersijcndings di.sclosed in the estimates of 1925-26 
and 1926-27. We are inclined to the opinion, howeA'’er, that 
this system should be applied more boldly than has yet been 
the case, and that further impj’ovement could be obtained if 
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careful statistics 'A'ero kept of the proportion between actual 
expenditure and estimate based on the existing cadres under 
establishment heads.” 

J trust t])is important matter will receive tlie careful reconsideration of the 
Public Accounts Committee. I regard this as one of the main causes of 
the overbudgeting to which attention has been drawn in paragraph 13 of 
this letter. 

17. Paragrafh 61 . — I invite the attention of the local Government to 
the comments made in my letter No. lT27-Admn./425-26, dated the 10th 
November 1926 forwarding the Audit Pepoi-t for 1925-26, 

The Audit Eeport was pi-ejjared on the old lines on the understanding 
that it would be presented to the Public Accounts Committee. I trust that 
the Report together with my comments thereon will be so presented. 

18. Paragraphff 66 and 6 ? . — The matter is under reference to ihc Gov- / 
ernmont of India. 

19. Paragra'ph 70 . — I quote beloAv the o?’ders ‘issued by the Govern- 
ment of India in paragrajjh 12 of their Finance Pejiartment Resolution 
No. r).-1089-A., dated the 1st June 1926 and suggest that the local Gov- 
ernment should considei' the adoption of a similar procedure in their pro- 
vince. 

“The Governor General in Council has also had under consideration 
the question of expenditure under the various sub-heads within 
a grant. Certain powers of reapj^ropriation within a grant 
are at present possessed by Vearious authorities under rules 
framed by the Finance Department, and in theory the spending 
authorities are expected to transfer savings from sub-heads 
where such occur to meet excess expenditure under other sub- 
heads in the same grant, obtaining the concurrence of the 
Finance Department to such re-appropriations where neces- 
sary. These re-ap])ropriations cannot, however, be formally 
made after the close of the year in which the expenditure 
occurs. In such a case the cjuestion arises whether it is not 
desirable to prescribe some action in order to ensure that the 
circumstances in which excesses under sub-heads occurred, and 
were not met by re-appropriatinn from other sub-heads, should 
lie reviewed by higher authority. These will, of course, be 
brought to notice in the Appropriation Report and, will be 
scrutinised by the Public Accounts Committee : hut the Gover- 
nor General in Council considers it desirable that, before the 
scrutiny by the Public Accounts Committee there should be a 
preliminary examination by the Department responsible for 
the grant. ' He has accordingly decided that in all cases, whe- 
ther the expenditure is voted or non-voted, the Department 
responsible for the grant sbnuld take^ steps to scrutinise such 
excesses to find out whether thase were avoidable or not and 
whether funds could not have been re-appropriated 
before the close of the year, and to give instructions 
to the authority actually administering the grant as to 
any change of procedure which may be necessary to 
secure proper control over the expenditure. Tliough 
technically re-appropriation is impossible after the close of 
the year, all excesses should thus be formally reported for 
sanction, and if the grant as a whole is not exceeded and if re- 
appropriations could have been made before the expiry of the 
year by the Dejiartmcnt, the excess should formally ‘be sanc- 
tioned ‘by the Department. If re-appropriations 'could not 
have been made without the sanction of the Finance Depart- 
' ment, such e>'ces3es should receive the sanction of that Depart- 
ment. In cases whore the grant as a whole has been exceeded, 
an additional grant should be asked for from the Finance 
Department in the case of non-voted expenditure or obtained 
from the Assembly in the case of voted expenditure.” 


/ 
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In this connection I invite the attention of the Public Accounts Comniittee 
to paragraph 12 of this office letter No. 224-Adnin./53-26, dated the 26th 
Fehriiarv 1926 forwarding the Appropriation Peport for 1924-25 to the local 
'Government and also to the final excesses in Grants II, XI, XVIII, XIX, 
XXVII and XXXIII. 

20. Pacje 45 — Head (2) Sv7'my and Settlemeni — The Public Accounts 
Committee might like to enquire Avhy it was not possible to frame a more 
accurate Survey and Settlement programme when the budget was under pre- 
paration. For instance was it not known that the Survev of the Sivaganga 
Estate would be continued during the vear 1925-26. This survey resulted 
in large additional expenditure and additional recoveries. 

21. Pages 45 to 48 — Heads (3), (8) and (10). — There appears to be scope 
for considerable improvement in budgeting under these heads. 

22. Page 51. — Paragraph 1 of revieir. — The local Government will 
doubtless take steps to avoid such miscalculations and the supply of incor- 
rect figures reported by the Accountant General. 

23. Page 52. — (a) Paragraph 4. — The attention of the local Government 
is speciallv invited to the Accountant General’s remarks in this paraj^raph 
and also to similar remarks in paragraph 4 on page 110, note under item (1) 
voted — allowances on page 129 and under item (4) voted — honoraria on page 
131. 

(&) Paragraph 6 . — I invite attention to paragraph 27 of ray letter for- 
warding the Audit Report for 1925-26. 

(c) Paragraph 8. — The question referred to in this paragraph has been 
referred to the Government of India. • , ( 

24. Page 57. — (a) Paragraph 3. — Attention is invited to my comments 
on paragraph 37 of the report in paragraph 11 of this letter. 

(b) Paragraph 4- — Attention is invited to paragraph 18 of my letter 
forwarding the Audit Report for 1925-20. 

25. Page 58 — Head (6) — Cost of Stamps mannfactvred in India. — It is 

not clear why the Superintendent of Stationery did not tal<c action to ascv'r- 
tain from the Security Press the probable value of .supplies during 1925-26 
uhen the supplies commenced in January 1920 and to obtain appropriation 
before the close of the year. : 

26. Page 50 — Explanation under items (10) and (13 ). — The Public 
Accounts Committee may like to enquire the reasons for the faulty budgeting 
in connection with the expenditure in England. A reference to the stock 
account on pages 60 and 111 seems to show that the smaller piu'chases were 
possible owing to the large stocks at the beginning of the year which were 
[■educed considerably during the cour.'^e of the year. 

27. Page 09 — paragraphs 7 and 8. — I invite attention to paragraphs 
16, 23, 25, 26 and 31 of my letter forwarding the Audit Report for 1925-26. 

28. Page 70 — Item (5). — It is not clear why the excess under non-voted 
'“ould not have been rectified before the close of the year. 

29. Page 70 — Head (7) — Extensions and impronements. ~Yhc .supple- 
mentary grant seems to have been unnecessary. 'J'he Public Accounts Com- 
mittee may desire to investigate whether this is not due to defective budget- 
ing. 

30. Page 84 — paragraphs 1 and 2 of the review. — Attention of the 
Public Accounts Committee is invited to the Accountant General’s remarks 
in these paragraphs. 

31 . Page 85. — (a) Paragraph 4- — The Public Accounts Committee may 
desire to express the hope that this scheme of control will effect an improve- 
ment for which there seems to be much scope. 

(h) Paragraph 5 . — I invite attention to paragraidis 11 and 13 of my 
letter forwarding the Audit Report for 1925-26. 

32. Page 87 — Paragraph 8. — This Statement does not include indirect 
charges; it shows only the direct charges as shown in Account No. 33 of 
the Finance and Revenue Accounts. The total indirect charges debitable 
to Capital Account of Irrigation Works in Madras as shown in the Admi- 
nistrative Accounts amounted to Rs. 90,766 during 1925-26 and to 



Rs. 66,89,916 to the end of that year. The indirect charges debitable to 
the working expanses of the Irrigation Works in Madras during 1925-26 
amounted to Rs. 1,60,950. 

33. Page 97. — (a) Paragraj)]i 4. — I invite attention to my comments 
on paragraph 37 of the report in paragraph 11 of this letter. 

(6) Paragraphs 6 and 7. — I invite attention to paragraph 30 of my 
letter forwarding the Audit Report for 1925-26. 

34. Page 99 — Note under item (1) voted. — ^With reference to the last 
three lines the attention of the Public Accounts Committee is invited to 
the provision in paragraph 7 of the Treasury Orders that ‘Departmental 
receipts shall not be appropriated to meet departmental expenditure except 
with the sanction of the Governor General in Council’. This is a funda- 
mental rule of extreme importance. 

35. Page 104- — Note under Minor Head (?) — Jail ManufacUires. — The 
attention of the Public Accounts Committee is invited to this note. 

36. Pages 104 and 105 — Paragrcuph 2 of the review. — I invite attention 
to paragraphs 9, 22, 23 and 30 of my letter forwarding the Audit Report 
for 1925-26. 

37. Page 107 — Minor head (3). — Special attention is invited to the 
explanation of excess under (e) Contract contingencies. 

38. Pages 110 and <111. — {a) Paragraph 7. — If the system of contract 
contingencies as now worked implies nothing more than that the items are 
not subject to countersignature and audit, the element of a “contract” or 
fixed annual limit has been dropped and the term ‘Contract Contingencies’ 
is* a misnomer. If this is the position 1 shall certainly consider whether 
I should not reimpose an audit. The Public Accounts Committee may 
^like to investigate the position. 

(&) Paragraph 10. — The local Government may desire to investigate 
whether adequate arrangements exist for the safe custody of the blank 
(‘warrant forms, 

39. P,age 117 — Head [6) Government Secondary Schools, page 119 — 
Head {12) Government Special schools — and page 120 — Head {15) Inspec- 
Uon. — The circumstances in which supplementary grants were sanctioned 
are not given. Apparently they were unnecessary and indicate want of 
knowledge of the progress of expenditure. 

40. Page 129 — Note under the Head {2) Hospitals and Dispensaries — 
{Voted. — The accounts maintained by the Accounts Department are the 
official accounts and must be accepted. It is for the Surgeon General to 
prove to the Accountant General that his figures are wrong and thus induce 
him to correct his figures. This is the reason why a procedure has been 
introduced for the reconciliation of differences between the accounts figures 
and the departmental figures which is referred to in paragraphs 44 to & on 
pages 31 and 32 of this report. 

41. Page ISO — Note under the head {2) Hospitals and Dispensaries-—^ 
Voted — Deduct Charges. — The Public Accounts Committee may wish to 
suggest that the Government should be more zealous in pressing for prompt 
payment by local bodies, 

42. Page 132 — paragraph 1 of review. — The Public Accounts Com- 
mittee may like to ascertain what improvement has been made in the machi- 
nery of the department for the estimating of and control over expenditure. 
The detailed audit report of this grant indicates that there is much room- 
for improvement in these directions. Special arrangements seem desirable 
under grants-in-aid for control over expenditure in view of the report made 
by the Surgeon General. The same defect is noticeable under the head 
grants-in-aid in Grants XIX — Public Health (page 136 — paragraph 1) and 
XXVII — Civil Works [page 163 — item (1)]. 

43. Page 133 — paragraph 3. — I invite attention to paragraphs 21 and 
23 of my letter forwarding the Audit Report for 1925-26. 
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44. Page lU—varagraph 2.—1 invite attention to paragraphs l1 to 
19 and 24 of my letter forwarding the Audit Eeport for 1925-26. 

45. Page lAA — paragrafli 2 of review . — ^Attention is invited to para- 
graph is of my letter forwarding the Audit Report for 1925-26. 

46. Page 158. — It is understood that the Fruit Preserving Institute is 
being dosed down. The Public Accounts Committee may Avish to consider 
whether it will advise Government to close -the Leather Trades Institute 
also in view of the -heavy losses. 

47. Page 155 — paragraph 2 of the recieiv . — The attention of the 
Public Accounts Committee is invited to the suggestion of the Accountant 
General at the end of this paragraph. 

48. Page 159 — Head {2) Miscellaneovs — Voted . — The Public Accounts 
Committee may like to enquire Avhy a supplementary grant of Rs. 18,400 
was asked for in February 1926 Avhen the 9 months figures foreshadowed 
a saving of over a lakh in the total grant. 

49. Page 163 — Head (1) Grants-in-aid . — A withdrawal of 7,27 leading 
to an excess of 6,07 seems to indicate inadequate appreciation of liabilities 
which may mature for payment before the close of the year. 

50. Pages 171 to 181 — Review on Grant XXVIII Civil Works. — I in- 
vite the special attention of the Public Accounts Committee to the whole of 
this review. 

As regards the cases of financial irregularities mentioned in paragraphs 
10 and 11 on page 176 attention is invited to paragraphs 6 to 8, 10 to 12, 14, 
15, 28 and 29 of my letter forwarding the Audit Report for 1925-26. 

51. Pages 185 and 186 — Review on Grant XXIX Pensions. — I draw 
attention of the local Government to paragi'aph 2 on page 186 'AVith a 
.view to improving tlie estimating for pensions. I also invite special atten- 
tion to paragraph 3 Avhich relates to grave delays in sanctions to pensions. 

52. Page 197 — Review — (a) Paragraph 3. — Attention is invited to 
paragraphs 18 and 20 of my letter forwarding the Audit Report for 1925-26. 

(Jb) Paragra/ph A . — ^A reference is invited to my comments on jiara- 
graphs 66 and 67 of the report vide paragraph 18 of this letter. 


Enclosure V (6)' 

From Sir Frederic Gaun^lett, K.B.E., C.I.E., I.C.S., Auditor General 

IN India, to the Secretary to the Government of Madras, Finance 

Department, No. 702-Admn./72-27, dated the 21st May 1927. 

Subject.' — Reports of the Auditor of the (India) Home Accounts for 1925-26. 

In coUtinuation of my letter No. 605-Admn./72-27, dated the 21st 
April, 1927, forAA^arding Audit and Appropriation Accounts of the Gov- 
ernment of Madras for 1925-26, I have the honour to transmit hereAAUth 
two copies of the account of the receipts and disbursements of the Secretary 
of State and the High Commissioner for India on the accounts of the Gov- 
ernment of Madras for 1925-26 together with tAVO copies of the Appropria- 
tion Accounts, and the reports thereon prepared by the Auditor, (India) 
Home Accounts. 

2. The attention of the Public Accounts Committee is invited to para- 
graph 4 of the Auditor’s report on the accounts of the High Commissioner 
for India. For the reasons mentioned beloAV transfers of funds from voted 
grants to non-voted heads, as noticed in sub-paragraph 5 of this paragraph, 
are to be considered as unconstitutional. 

It has since been recognised by the Government of India that once a 
demand has been voted by a Legislative Council there is no 'provision 
either in the Government of India Act or in rules made thereunder Avhich 
permits the grant being reduced on the motion either of the Government 
or of a non-official Member. On the other hand a local Government is 
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entitled to sanction supplementary funds for any non-voted service and snoh 
sanction is fully justified if Government is assured that there will be a 
saving under a specified voted grant. It is also entitled to issue executive 
orders to the authority controlling any specified voted grant to restrict the 
.expenditure within a specified figure! Thus it Avill be seen that a formal 
re-appropriation from a voted grant to a non-voted Service is not permissible 
as the reduction by any authority of a grant voted by the Councih is pn- 
constitutional as stated above. 


Enclosure VI. - - . - - . ' 

From Sir Frederic Gauntlett, K.B.E., C.I.E., I.C.S., Auditor General 
' ' 'IN India, to the Secretary to the Government of Bombay. Finance 

Department, No. 780-Admn./73-27, dated the 1st June 1927. 

SuBjifcT. — A'p'P'i'O'prmtion Report on the accounts of the Bombay Presidency 
(including Sind) for the year 1925-86. 

With reference to Rule 16 (a) of the Auditor General’s rules framed 
.under Section 96^D (1) of the Government of India Act, I have the honour 
to transmit herewith two copies of the Appropriation Report on the accounts 
of the Bombay Presidency (including Sindf for the year 1925-26, prepared 
by the Accountant General, Bombay, for submission to the Public Accounts 
Committee and for necessary action by the Government of Bombay. I also 
transmit herewith two copie*! of the Appendix to the report for action by the 
Government of Bombay. This appendix doe-s not concern the Public 
Accounts Committee. 

2. Two copies of the accounts of the receipts and disbursements of the 
Secretary of State and the High Commissioner for India on account of the 
Government of Bombay for the year 1925-26, together with two copies of 
the Appropriation Accounts, and the reports thereon prepared^ by the 

■ Auditor of the (India) Home Accounts are also forwarded herewith. 

3. I offer the following comments on the Appropriation Report. 

4. Paragraph 5. — (a) The Council cut proper amounts to 38,02 and not 
41,03 as shown in the statement on page 30 from which the amount of 60,00 on 
account of “Loans and Advances bearing interest” should be omitted as this 
cut was not made by the Council. The cut by the local Government in the 
voted grants amounts to 1,01,69 and not 98,68. The cut by the local Gov- 
ernment after tlie Demands were voted was unconstitutional in view of the 
circumstances explained in paragraph 13 of this letter. 

(b) It would appear from paragraph 5 of the report that, in the final 
estimate, the opening balance of the year under review was anticipated at 
6,36,15 whereas the actual opening balance of the year (vide paragraph' 7 
of the rciiort) was 6,68,17 or in excess of the estimated opening balance by 
no less than 1,32,02. The Public Accounts Committee may wish to in- 
vestigate this very large discrepancy as it is obvious that it is impracticable 
to make, a satisfactory estimate of ways and means if the forecasted opening 
‘balance of a year is liable to be incorrect to the extent of about 1^- crores. 

5. Section II — Provincial Finance. — ^Attention is invited to paragraph 
8 of my letter No. 562-Admn./K.W. -48-26, dated the 7th June 1926, for- 
warding the Appropriation Report for the year 1924-26. From the present 
report it .appears that the position is becoming more serious. In the year 
under review the revenue of the province has not been sufficient even to 
cover the ordinary expenditure therefrom (including interest on the advances 
obtained from the Provincial Loans Fund for Development purposes and on 
the Bombay Development Loan) and from the statement given in paragraph 
16 it appears that the position will be worse in 1926-27 owing to the further 
growth, of expenditure 'from ordinary revenues wRhput a. corresponding 
increase in the income. Even the remission of the full amount of the 
contribution payable to the Central Government will not be sufficient to 
bridge the big gap between revenue and expenditure including statutory 
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obligations and payments under schemes for the amortization and repay- 
ment of loans. As regards the latter I invite special attention to clauses 
(iii), (iv) and (v) of paragraph 18 of the report, from which it appears that 
no definite understanding has been arrived at with the Central Government 
"regarding the repa 3 ^ments of the loans taken from the Provincial Loans 
’ Pund since 1921-22. Any scheme for repayment will doubtless throw' a 
further heavy burden on the ordinary revenues. The whole financial posi- 
tion is such as to excite anxiety and it appears necessary that it should 
receive speefal consideration.- 

6. ParagrafJi 50 . — A memorandum was prepared by me on the question 
of the treatment of gross and net grants and the accounting problems in- 
volved therein which was discussed at the conference of the Financial Ee- 

'presentatives hold in Delhi in November 1926. It was agreed that the 
rules proposed in paragraph 12 of my memorandum should be tentatively 
adopted in all provinces. As, however, the promulgation of the rules 
is likely to necessitate considerable changes in the ‘forms of Provincial de- 
mands for grants and as it is essentially desirable that the form of the Budget 
.should conform, as far as possible, to the form of the final accounts, I have 
called, for the considered opinion of the local Governments on the subject 
before taking final action my letter “No. 613-Ac.y507- Audit-23, dated 
.the 8th March 1927. The views of the local Governments are awaited.- 

7. Paragraphs 56 and 57 . — I fully endorse the views expressed in these 
.■paragraphs. 

The total savings represents about 15 per cent, of the total final grant — 
both voted and non-voted taken together. This is much larger than the 
percentage which is regarded as a reasonable, saving on a close estimate. ' I 
may remark that in England the Comptroller and Auditor General in com- 
menting on the Civil Services Appropriation Accounts for 1925-26 pointed 
out that the savings were 1'5 per cent. The Public Accounts Committee 
. may desire to investigate the system of budgeting under those grants in 
which the largest percentage of savings occur, e.g., “Forest Capital Outlay 
charged to Revenue” (26 per cent.), “Agriculture and Civil 'Veterinary De- 
partment” fi2 per cent.), “Industries” (31 per cent.), “Miscellaneous De- 
partments” (14 per cent.), ‘‘Stationery Printing” (27 per cent.), ‘‘Stamps” 
(32 per cent.), “Expenditure charged to Capital — Irrigation” (29 per cent), 
"Public Health” (22 per cent.), and the “Bombay Development Scheme” (48 
.per cent.)'. 

It appears that very considerable savings result under a great number 
of the grants under “Pay of Officers”, “Pay of establishment” and “Works”, 
the excess provision for leave salary under the first two heads .being a notice- 
able feature. The unit “Contingencies” is also not unworthy of notice. 
In regard to the savings under “Pay of establishment” the Central Public 
Accounts Committee in paragraph i3 of its report on the accounts of the 
(year 1924-25 remarked. 

“We have devoted careful consideration to the evidences of a ten- 
dency to over-estimate expenditure in the preparation of 
Demands for Grants which are afforded by numerous instances 
brought to notice in the Appropriation Accounts now under 
review. It appears to us that this tendency to over-estimate is 
particularly noticeable (a) in the provision made for establish- 
ments and (b) in the sums entered under heads relating to expen- 
diture on works whether chargeable to capital or to revenue. It 
seems to have been the resular practice for the provision under 
such heads as pay of establishments to be calculated on the basis 
of existing cadres with little reference, if any, to the probability 
of savings due to casualties, leave, seconding to other duties, 
and so on. The result is that at the end of the year compara- 
tively large underspendings are brought to light for which allow- 
' ance might well have been made in the original estimates. The' 
existence of such margins facilitates re-appropriations to pur- 
poses not contemplated at the time when the budget was framed, 
for which no specific authorisation has been obtained from the 
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Assembly and eA'^en if, as Ave are assured is the case and as the 
comparatively large realised surpluses on recent budget tend to 
prove, the Finance Department lias been increasingly strict in 
recent years in preventing sucli rc-appropriations, avc are never- 
theless of opinion that stops should be taken to ensure that the 
provision under such heads as pay of establisliment should be 
based not only on existing cadres, but also on the experience of 
previous years, and a suitable lump sum deduction made for 
probable underspendings under these particular heads. The 
Finance Department have already introduced with advantageous 
results in the past two years the system of making lump sum 
cuts in the demands for grant as a whole to allow for probable 
under spendings, and we expect that the effect Avill be to reduce 
the extent of underspending disclosed in the estimates of 1925- 
26 and 1926-27. We are inclined to the opinion, however, that 
this system should be applied more boldly than has yet been the 
case, and that further improvement could be obtained if careful 
statistics Avere kept of the proportion betAveen actual expen- 
diture and estimate based on the existing cadres under establish- 
ment heads.” 

In the case of Bombay this remark seems to be applicable both to ‘ Pay 
of officers’ and ' Pay of establishment ’ (as regards the former attention is 
invited to the comments in paragraph 20 below), and I trust that this im- 
portant matter will receive the careful consideration of the Public Accounts 
Committee when investigating the system of budgeting referred to above. 
I regard this as one of the main causes of the overbudgeting to which I 
have already drawn attention. The savings under ‘ Pay of establishment ’ 
in the ' Police ’ grant alone amount to nearly 2 lakhs, vide page 58. 

As regards ‘ words ’ it appears that the tendency is to provide money 
for more work than the department can ordinarily handle, and the savings 
under ‘Cantingencies’, especially those noticed in note C, item (7) on page 56, 
note D. item (1) and note C, item (3) on page 58, note D, item 1 on page 
64 and note C, item (2) on page 65, seems due to the tendency of the depart- 
mental officers to demand more money on fluctuating charges than they 
ordinarily require. ‘ 

8 Paragra-ph 58 . — The special attention of the Public Accounts Com- 
mittee is invited to- exce.=ses over the voted grants mentioned in this para- 
graph, which require the sanction of the Council. 

As regards the gross and net grants attention is invited to my remarks 
in paragraph 6 of this letter. 

9. Paragraph 62 . — (a) The additional" grants sanctioned by the Council 
seems to have been unnecessary in all cases except under ‘ Agricultural and 
Civil Veterinary Department ’ and ‘ Civil Works if in the latter case the 
additional grants were for new services. Similarly the additional appro- 
priation sanctioned by the Finance Department for non-voted expenditure 
lender ‘ 5 — Land Revenue''’ (those sanctioned in February and March) ‘ 8 — 
Forest ’ (Rs. 20,000 — vide note under Item (3)- A on page 83), ‘ 25 — Jails 
and Convict Settlements ’ , ‘ 26 — Police ’ and ‘ 33 — Public Health ’ also seem 
to have been unnecessary. I agree with the vieAV of the Accountant General 
that in all the cases mentioned in this paragraph the savings indicate lack 
of knowledge of the progress of expenditure on the part of the controlling 
officers, and the Public Accounts Committee will doubtless desire to investi- 
gate whether the control of expenditiu’e is not defective in these quarters. 
In this connection I also invite attention to my comments regarding un- 
necessary reappropriations under 

Item (3) on page 47 of the report. 

Item (2) on page 50 of the report. 

Item (5) on page 64 of the report; and 
Item (1) D on page 71 of the report, 
vide paragraphs 14, 16, 25 and 30 of this letter. 

(6) As the figures indicating the progress of expenditure in the earlier 
part of the year are not always a safe guide for determining whether 

I, 3J4 A G Defti 
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additional funds wUl bo really necessary lo meet any additional expenditure, 
it is for consideration whetlier it should not be pVeso’ibed that ordinarily 
additional funds should not be obtained except for new services, until the 
latter part of the year Avlien more reliable figures arc available. 

10. Paruijrafli 63. — I’lic attention of the local Goveinmcnt is invited 
to the last poi’tion of the second sub-paragraph. , 

11. Paragraph 6J,. — I endorse the view cx})rcssed by the Accountant 
General. 

12. Paragraph 65. — The Public Accounts Commitlce may desire to 
asccj-tain Avhether more accurate estimating is not possible under the.se 
heads. 

13. Page.'f ^5 and J,G. — Jn some case.s (a.//., Forest — Ti-ansferred, Jails 
and Convict Settlements — Ecserved, Civil Works — Transferred, Miscellane- 
ous — Eeserved and Miscellaneous — Transferred) the grants already sanc- 
tioned by the Legislature have been reduced by tlm vote of the Council. It 
has since been I'ccogniscd by the Government of India that once a demand 
has been voted by a Legislative Council there is no provision cither in the 
Government of India Act or in rules made thereunder which permits of the 
grant being reduced on the motion either of the Government ot- of a non- 
official Member. Such reduction of grants arc therefore ultra river of the 
Statutory Rules. 

It also appears from the statement that the modifications sanctioned 
l)y other co'mpctent authorities had in .some eases {c.g., Land Revenue — 
Eeserved. Education — Transferred. Medical — Transferred, Ihiblic Health 
— Transferred) the effect of reducing the grants sanctioned by the Legis- 
lature From the leasons given against items 1 to 3 on ))age 102, and 169 
on page 109 it further ap})ears that re-appropriations have been made by the 
local Government from voted to non-voted heads. For the i-casons given 
above such modifications by any authority of grants voted by the Council 
are also unconstitutional. The local Government is however entitled to issue 
executive orders to the authority controlling any specified grant to restrict 
the expenditure within a .specified figure. On the other hand it is also 
entitled to sanction sujjplemcntary funds for any non-voted service against 
earmarked savings under specified voted gra)>ts. ’ When therefore a definite'' 
lapse is antieipated in the provision made under a voted grant the pro])or 
course is to take the surrendered amount into a reserve within the grant at 
the disposal of the local Government and to obtain the rccpiisite .sanction 
for any additional allotment required to meet excess expenditure elsewhere, 
one ai’gument in support of this request for ndditional allotment being 
that money is available in the reserve 

14. Page J,7 — note under Item {3) Land /?ccorJ.«. — '’[’lie s])ccial atten- 
tion of the Public Accounts Committee is invited to the concluding remark 
of the Accountant General regarding inadequate Icnowlcdgc of the progress 
of expenditure. 

15 Page 48 — note under Item (5). — The explanation of the Accountant 
General regarding the excess under this head suggests the desirability of 
bringing prominently to the notice of the controlling officers the fact that 
no satisfactory control over expenditure is possible unless a careful watch 
is kept over commitments and liabilities. 

16. Page 50 — Forest {voted) — note vjuler Item {2) — Conner rancu and 
Works — The attention of the I’liblic Accounts Committee is invited to the 
remarks of the Accountant General that the financial control under this 
head was defective inasmuch as there was no projjcr knowledge of the })ro- 
gress of expenditure. 

17. Page 50 — SJ Forest Capital Outlay . — The saving constitutes 26 
per cent, of the grant voted by the Coiinci]. This- is }7nnwly due. it appears, 
to the late allotment of funds and it is desirable that every cfl'ort should be 
made to allot funds for expenditure as early as possible in the year. 

18 Page 53 — note 'under Item (8). — The attention of the Public Ac- 
counts Committee is invited to this note from which it aj^pears that there 
is ample scope for improvement in the method of budgeting. 



PagB 53~-liote under Item (;gO).— The comment seems to indicate 
that the Public Accounts Committee might profitably ascertain what 
happened. i 

20. ,Paye 58 — note under Ite7/i (3). — District Executive Force . — The 
special attention of the Public Accounts Committee is invited to the savings 
of Es. 1,27,000 under ‘ Pay of officers ’. Rs. 90,000 out of this is stated 
•to be due to the pay of certain officers under ' voted ’ having been debited 
in the ‘ non-voted ’ section owing to their reappointment to the Indian 
Police Service by the Secretary of State. But it will be seen from the 
account for Police ‘ non-voted ’ on page 87 that even with this transfer of 
Rs. 90,000 there was a saving under non-voted. The inference is that the 
original budgeting was defective and that sufficient allowance for probable 
savings was not made in respect of ‘ Pay of officers ’. 

' 21. Page 61 — Head (6) Government Secondary Schools . — The original 
appropriation of Rs. 11,15,000 was increased during the year by competent 
authorities to the extent of Rs! 27,097 and in March 1926 a further amount 
of Rs. 23,000 was provided by supplementary grant. Despite this 
addition the final actual expenditure was less than the original grant. The 
control over the progress of expenditure was apparently defective as the 
supplementary grant in hlarcli 1926 proved to be unnecessary. 

22. Page 61 — Head (7 ). — The attention of the Public Accounts Com- 
mittee is invited to the explanation (on page 62) of the large savings -of 
Rs. 82,121. Although the original grant was increased by a supplementary 
grant and additional appropriation was sanctioned by competent authori- 
ties, the actual expenditure fell short of the original grant. It would appear . 
that the fact that building grants provided for in the budget for 1925-26 
had already been paid towards the close of 1924-25 escaped attention. The 
position appears to indicate defective control over the progress of expen- 
diture. 

23. Page 61 — Head (12) — Government Special Schools . — The supple- 
mentary gi’ant of Rs. 17,000 was sanctioned in Mai'ch 1926, proved un- 
necessary and this would appear to be a further instance of insufficient 
knowledge of the Pi ogress of expenditure. 

24. Page 63 — Medical — Transjeri'ed — Head {2) Hospitals and Dis- 
pensaries . — The supplementary grant of Rs. 55,607 sanctioned in March 
1926, appears to have been unnecessary seeing that the final expenditure 
was nearly a lakh short of the original grant. The Public Accounts Com- 
mittee niay like to ascertain wliy there Avas inadequate knowledge of pin- 
gr'ess of expenditure. 

25. Page 64 — note under Item (5). — The attention of the Public Ac- 
counts Committee is invited to the remarks of the Accountant General 
regarding inadequate knowledge of the progress of expenditure. • 

26. Page 64 — note under Item (6 ). — An important change, if given 
effect to during the currency of the year, nullifies any comparison of actuals 
with estimates. 

27. Page 69 — note under Items {21) and {22 ). — I endorse the view 
ex]Aressed by the Accountant General that there is still much scope for 
furthei- improvement. 

28. Page 69, niote under Item {24 ). — The Public Accounts Committee 
may like to investigate this large saving of nearly 5 lakhs under “Suspense”. 

29. Page 70, Superannuation Allowances and Pensions {voted). Head 

( 5 ). The actual transfer to Commercial Department was Rs. 5,39,884 against 

the original grant of Rs. 60,000. The Public Accounts Committee may de- 
sire to investigate the reason for the very great difference between budget 
and actuals. 

30. Page 71, note under Item {1)-D . — The Public Accounts Committee 
may like to investigate the necessity for the additional appropriations sanc- 
tioned during the year, Avhich'AVOuld appear to point to a want of knoAV- 
ledge of the progress of expenditure. 
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31. Page nbte under Item (7). — The Public Accbunts Committed 
may wish to ascertain why no provision was made for these recoveries in the 
estimates. 

32. Page 72, note under Item (4). — The excess over appropriation was 
the very large sum of lls. 5,20,554. It seems likely that the proposal to 
write off this large amount must have been under discussion during the 
year and it is therefore not clear why appropriation was not arranged .for. 
The Public Accounts Committee might desire to investigate this. 

33. Page 73. — The items on this page indicate transfers from the grant 
for ‘Miscellaneous' — Reserved — ^\'oted to other grants, e.g.. Police, Land 
Revenue, etc. Re-appropriations between voted grants are unconstitution- 
al. The additional amounts required under the Service heads should have 
been obtained by the voting of supplementary grants, accompanied by an 
executive order of the Pinance Department limiting expenditure under 
"Miscellaneous — Unforeseen charges” by similar amounts. 

Similar remarks apply to some of the items in the statement on page 
74 also, e.g., the transfers to '34 — ^Agriculture,’ ‘33 — ^Public Health”. 

34. Page 76, note under Item {!). — Similar large savings occurred in 
the provision for the Lloyd Barrage and Canal Construction Scheme in 
1924-25. The Accountant General rightly points out that over estimating 
leads to serious results and the Public Accounts Committee may wish to 
scrutinise closely the system of budgeting 

35. Page 77, Ex'penditure charged to Gainlal, Puhlic Health, notes 
under Items (1) and (3) wider Reserved and Item {!) binder Transferred . — 
The Public Accounts Committee may like to consider whether funds should 
be provided before all proceedings in connection with the acquisition of lands 
are completed or at least before there is reasonable probability that those 
proceedings will be completed in time to permit of the expenditure of funds 
on construction. 

36. Pago 78, Deduct Recei-pt on Cajntal Account, Rs, 78,296. — The 
Public Accounts Committee may desire to enquire whether these recoveries 
could not be anticipated and necessary provision made in the budget. 

37. Page 82, Land Revenue, note under Item {4) {ii), page 83, Irriga- 
tion note under Items (1) to {3), page 89, Medical, Reserved note under 
Item {!) and page 95, Construction of Irrigation Works, note under items 
{2) iV) (4). — It is presumed that in future provision will be asked for under 
the head under which the expenditure will appear in the accounts. 

38. Page 84, note binder Itein {2) (c). — It is not clear why provision 
was not made to the extent anticipated in the Revised Estimate. 

39. Page 85, General Administration, note under Item {12). — My re- 
marks in paragraph 15 of this letter apply here also. 

40. Prom the non-voted section of the appropriation Account it appears 
that provision for giving effect to the Lee Commission recommendations 
was pitched too high in many cases — specially under (1) Forest, (2) General 
Administration, (3) Police and (4) Medical and it is not clear why a closer 
estimate was not possible. 


Enclosure VII. 

Letter from Sir Frederic Gauntlett, K.B.E., C.I.E., I.C.S., Auditor 
General in India; to the Secretary to the Government op Bengal, 
Finance Department, No. 665-Admn./ 74-27, dated the 16th May 
1927. 

Subject: — Audit and Appropriation Accounts of the Government of 

Bengal for the year 1925-26. 

With reference to rule 15 (a) of the Auditor General’s Rules framed 
under Section 96D (1) of the Government of India Act, I have the honour 
to transit -herewith two copies of the Audit and Appropriation Accounts 
of the Government of Bengal for the year 1925-26, prepared by the Account- 
ant General, Bengal, for submission to the Public Accounts Committee and 
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necessary action by the Government of Bengal. Two copies of the accounts 
of the receipts and disbursements of the Secretary of State and the High 
Commissioner for India on the accounts of the Government of Bengal for 
the year 1925-26 together with two copies of the Appropriation Accounts, 
and the reports thereon prepared by the Auditor of the (India) Home 
Accounts, are also forwarded herewuth. 

2. I offer the following comments on the Audit and Appropriation 
Accounts. 

3. Second paragmjoh of the “introdvetory” on page {in). — In this 
connection attention is invited to sub-paragraph (i) of paragraph 53 of the 
Audit and Appropriation Accounts for 1924-25. The statement made in 
the last four lines of the second paragraph on page (iii) of the present report 
is in accordance with my recent decision. In order to obviate confusion 
the Audit Report, which is now intended for the Executive Government 
will, in future, be called the “Executive Report.” 

4. Third paragraph of the “ Introductory'’ page (Hi). — The Govern- 
ment of India have since held that cases arising in a' “backward tract” in 
which the provisions of Section 72D of the Government of India Act do not 
apply, do not come under the cognizance of the Public Accounts Committee 
or the Legislative Council, as the functions of these bodies are regulated 
by the rules framed under that section of the Act. 

5. Page iv, Section III , lines 13 and IJ;.. — The powers of the Auditor 
General are limited by the ultimate powers of the Secretary of State in res- 
pect of the form of the Finance and Revenue Accounts. No important 
change affecting the form of those accounts can be made without his sanc- 
tion. 

6. Pages iv and v, Section iv. — (a) Line 5 from the bottom on page iv. 
— The statement here is too emphatic. I should prefer to say that the Com- 
mittee is competent to suggest that the disciplinary action taken in a parti- 
cular case seems to bo inadequate. 

(b) 1 endorse the remarks made by the Accountant General in the last 
portion of sub-paragraph l_of this section. While I am of opinion that 
the disciplinary action against those actually committing irregularities is 
generally adequate, I am impressed by the extent to which inadequate super- 
vision and control has contributed to these irregularities, and I doubt whe- 
ther adequate action is taken in all cases to bring home their responsibilities 
to controlling and supervising authorities. A striking instance of cases 
where officers guilty of slack supervision arc treated unduly leniently will 
be found in paragraph 143 (Z-2) of the report vide paragraph 29 of this 
letter. 

(c) The Public Accounts Committee will doubtless bear in mind the re- 
marks made by the Accountant General in the last sentence of sub-paragraph 
3 when dealing with the cases of financial irregularities. 

7. Paragrapth 2 of the report. — Attention is invited to the last portion 
of this paragraph. 'The Public Accounts Committee may wish to express 
the hope that steps will be taken to see that the controlling officers comply 
with the requirements of the rules framed by the local Government for 
the control over expenditure. 

8. Paragraph 3 . — It must be remembered that at present the official 
account is that maintained by the account office and that account must be 
accepted unless and until it is shown to be wrong. 

9. Paragraph 5. — The actual expenditure was on the whole only about 
6'3 per cent, below the appropriation which was better than the results in 
some of the other provinces. 

10. Paragraph S. — (a) 22 — General Administration. — The excess is 
stated to be due to larger adjustments after the close of the year than had 
been anticipated (vide note C voted on page 124). The Public Accounts 
Committee may wish to emphasise that there can be no ade- 
quate financial control unless careful watch is maintained over commitments 
and liabilities by the controlling officer. 

Ij 3i<l AGD 



(j) — Police. — The Public Accounts Committee will doubtless investi- 
gate the reason for the excess expenditure over the amount provided for 
under the detailed head in question. 

11. Paragra'ph 9. — The special attention of the Public Accounts Com- 

mittee is drawn to the excesses referred to in this paragraph which require 
the vote of the Council. ’ 

12. Paragra'ph 13. — It has since been recognised by the Government 
of India that once a demand has been voted by a Legislative Council there 
is no provision either in the Government of India Act or in rules made there- 
under which permits the grant being reduced on the motion either of the 
Government or of a non-oTficial Member. On the other hand a local Gov- 
ernment is entitled to sanction supidementary funds for any nou-voted ser- 
vice and such sanction is fully justified if Government is assured that there 
will be a saving under a specified voted grant. It is also entitled to issue 
executive orders to the authority controlling any specified voted grant to 
restrict the expenditure within a specified figure. Thus it will be seen that 
the Pinance Department is not competent to sanction a formal re-appro- 
priation from a voted to a non-voted service as the reduction by any autho- 
rity of a grant voted by the Council is unconstitutional as stated above. 

I may add that a complete list of a re-approi^riation seems quite un- 
necessary both in paragrajihs 13 and 14. 

13. Paragraph iff.— Ihe Public Accounts (Amimittee may wish to ascer- 
tain from the local Government the reason for the delay of over two years in 
dealing with the case mentioned in paragraph 78. 

The attention of the Committee is also invitcci to the delay of over a year 
on the part of the local Government in passing orders on the cases referred to 
in paragraphs 74, 76, 79, 81, 89, 118, 120 and 121. The attention of the 
Committee is invited to the comments of its predecessor on this question as 
set out in paragrajjh 143 (Z-1) on pages 95 and 96. It may desire to reiterate 
and endorse those comments. 

14 Paragraph 20.— {a) The Public Accounts Committee may wish to 
ascertain whether periodical inspections of accounts have now been arranged. 

(6) I Avould like to mention in this connection for the information of the 
Public Accounts Committee that paragraph 20 as well as the following para- 
graphs of the report contain comments already made by me in my letter to 
the local Government forwarding the Executive Peport for 1925-26: — 
Paragraphs 21, 28, 79 (last sub-paragraph), 86 (1st sentence of last 
sub-paragraph), 89 (last sub-paragraph). 111 (last sub-para- 
graph) and 119 (last sub-paragraph). 

15. Paragraphs 21 and 22. — I can not emphasise too strongly the import- 
ance of the local audit of the accounts of institutions which sjiend large sums 
locally. 

16. Paragraph 2J,.—{a) It is a very serious state of affairs if two-fifths 
of the contingent expenditure in March has to be placed under objection. I 
suggest that the Public Accounts Committee ascertain from the Accountant 
General the main reasons which obliged him to object to so large a proportion 
of this expenditure. 

(&) I shall watch with interest the result of the action taken by the 
local Government in pursuance of the recommendation of the Public 
Accounts Committee vide paragraph 143 (Z-17). 

17. Paragraph 25.— hi forwarding the Executive Report to the local 
Government I have made the following comment on this matter : — 

It is unsatisfactory to note the increase in the amount of objections 
outstanding on the 31st July as compared with the preceding 
year. It is hojrnd that greater promptitude will bo observed 
in future in the submission of detailed countersigned bills of 
the Jail Department and of details and sub-vouchers pertain- 
ing to the Settlement Department, Government Estates, and 
Water-supply schemes.” 


18. Paragra'ph 29. — It is satisfactory to note the improvement. I may 
statQ however that in one province the percentage under ‘ “Ordinary 
repairs” is nil while in another province the percentage under “Original 
works” is l-SI only. In both these provinces the outlay on Irrigation, etc., 
works was far larger than in, Bengal. 

19. Paragraphs 45 and 46. — I invite the attention of the Public 
Accounts Committee to the remarks of the Accountant General — 

(i) in sub-paragraphs (iv), (v) and (viii) of paragraph 45 and 
(ii) in the last sub-paragraph of paragraph 46 regarding Class II- 
Buildings. 

20. Paragraphs 73, 105 and 111. — Drawal of money in advance of re- 
quirements. — {a) In forwarding the Executive Report to the local Govern- 
ment I made the following comment on this class of irregularity : — 

“This class of irregularity, which appears to have been absent from 
Bengal during 1923-24 and 1924-25, has again cropped up. 
As the drawal of money not required for immediate disburse- 
ment not only involves risk of embezzlement and goes a long 
way to nullify the control over expenditure but falsifies the 
accounts (and encourages extravagapt outlay and lavish 
budgetting, it seems desirable to take such steps as will eradi- 
cate the evil.” 

(&) Special attention of the Public Accounts Committee is invited to 
the comment of the Accountant General in sub-paragraph 2 of paragraph 
111. It is hoped that the Public Accounts Committee will endorse this 
comment. 

21. Paragraph 74. — The attention of the Public Accounts Committee 
is invited to sub-paragraph 2 of this paragraph. 

22. Paragraph 77. — The Public Accounts Committee may wish to 
ascertain the nature of the arrangements which have been made to meet 
such cases in future. 

23. Paragraph 89. — The attention of the Public Accounts Committee 
is invited to the remarks in the last sub-paragraph of this paragraph. 

24. Paragraph 90. — The lack of supervision and neglect of duty seems 
to have been habitual on the part of responsible officers and the Public 
Accounts Committee will doubtless consider whether the action taken by 
the local Government is adequate. 

25. Paragraph 118. — It is satisfactory to note that a compulsory de- 
partmental examination for all Provincial and Subordinate officers of the 
Agricultural Department has been introduced in Bengal with a view to re- 
moving Ignorance of account rules on the part of the supervising staff and 
it is_ hoped tha!t conditions in respect of breaches of financial rules by the 
A.gricultural Department will rapidly improve. 

26. Paragraph 119. — It is honed that the Public Accounts Committee 
will endorse 'the 'commen't in the last sub-paragraph. 

■ 27.' Paragraph 7^.4.— This is a very serious case of irregularities lead- 

ing to ccinsiderable loss to Government. I invite the special attention of 
the Public Accounts Committee to this case. 

_ 28. Paragraph 139. — Effect can also be given to the recommendation 

liv establishing a convention in the LCfirislative Council that the members 
of the Public Accounts Committee shall be elected by the Council in the 
manner suggested. 

29. Paragraph 143 {Z-2 ). — Special attention of the Public Accounts 
Committee is invited to this paragraph.' The Committee will doubtless 
enquire why effe(3t could not be given to the orders of Government regarding 
the retirement of the- officer in accordance with the Committee’s recom- 
mendation. It also seems most unsatisfactory 'that an officer responsible 
for a series of irregularities should have given a more responsible post 
instead of a suitable punishment. The Committee will doubtless enquire 
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into this specially in view of the further irregularities of which he has 
been guilty, as mentioned in paragraph 120 of the report. x 

Pnrnaravh US (Z-iO).— The Public Accounts Committee may 
desirt totoSte t^Uso'n for the delay in disposing of the case. 

31. Paraqraph UA.—l endorse the remarks of the Accountant General 
made in this paragraph and hope that the Committee will keep them in 
view when dealing with the individual appropriation accounts. It is for 
consideration whether reappropriations should not ordinarily be postponed 
till such time as a more reliable forecast is possible, as the information 
available in the earlier part of the year is not always a safe guide for 


making re-appropriations. 

32 Page 106 — 'Notes A. (voted) and B. 1 ; pages 111 and 
112— 'Notes A and E.; page 125 —Notes II (voted) and J. 1 (voted)-, page 
Ij^q^jqote J. (voted)-, page U6—Note O.-l (voted); page U9—Note C.-l 
and page 165— Note A .-2 and A .-3 . — It is presumed that in future provi- 
sion will be asked for under the head under which the expenditure will 
appear in the accounts. 

33. Page 115 — Note B.-l. — The Public Accounts Committee will 
doubtless enquire why the bulk of the provision could not be utilised and 
whether this was due to defective budgeting. 

34. Page 118 — head B. B.-l; page 135 — head C; page 142 — head F.-l; 
page 146— head 0.-2; page 149— head B.-2; page 157 — head G.-2; page 
lug — head A .-2 and page 162 — head A . — The supplementary grants in these 
cases were unnecessary unless they were required to meet the cost of new 
services. 


35. Page 124 — Note E. — The expenditure under this hear! does not 
seem to be well controlled seeing that Ps. 43,490 out of a total re-appro- 
priation of Rs. 49,202, remained unulilised, the Public Accounts Com- 
mittee may like to enquire into the control, and the watch' over the pro- 
gress of expenditure. 

36. Page 125 — Note 'J.-l — voted. — The amount of Rs. 66,363 added by 
re-appropriation was greatly in excess of the amount actually required as 
it resulted in a saving of no less than Rs. 47,672. 

36-A. Page 126 — Note L. — The increase in the rate of percentage 
charges is explained in paragraph 70 of the Report'. 

37. Page 136 — Note F. — non-voted. — The comment in paragraph 35" 
above applies here also. 

38. Page 137 — Note C. — voted. — The Committee mav like to enquire 
into the inaccurate estimates of the recoveries of freight charges bv the 
Agent for Government Consignments and of "Supplies and Services”. ' 

39 Paae 141 — Note E.-2 — voted — ^If the budget estimate for "Paj^ of 
officers” had been accurately prepared, it is difficult to understand how the 
actuals could have exceeded that estimate bv nearly 45. 

40 Paae 142 — Note II. -1 — voted. — I understand it is difficult to esti- 
mate accnratelv what grants will have to be paid during any year to parti- 
cular schools but in this case the expenditure was over 21 per cent, in excess 

I suggest the Public Accounts Committee enquire 
whether an estimate of grants-in-aid ought to be as much out as this. 

41 Pane 168 Note N.-2. — The Public Accounts Committee mav wish 
to enquire into the causes of the loss of stoclc which led mainly to this 
excess 


• Grant 22—Stiperanmiation Allowances and Pen- 

sions — Public Accounts Committee will note that the expenditure was 
nearlv 14 per cent, in excess of the original grant and that a supplementary 
,rant ot was inadequate. It was no doubt impossible to estimate with 
anv accnracv the extent to which advantage would be taken of the general 
nermi.ssion to commute parts of pensions. As experience is gained the 
estimate‘5 will no doubt become closer. 

in n^? vSf ^6-Home Charges.-The total savings both 

in non-voted and voted sections are very large and th’e Public Accounts 
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Committee may like to enquire whether more reliable estimating is not 
possible in regard to the expenditure in England. If the figures for 2 or 
3 years pa.st show similar results it ought to be possible to make a lump cut 
Avhich in the circumstances might be left undistributed at least during the 
early part of the year. 

44. T would draw the attention of the Public Accounts Committee to 
paragraphs 77, 83, 84, 85, 87, 92, 98, 99, 100, 108, 109, 110, 130 and 131 
of the report which seem to indicate defective control over expenditure. In 
this connection I would also invite attention to my comments in paragraphs 
10, 35, 36 and 37 of this letter. 

45. Attention of the Public Accounts Committee is also invi^ted to 
paragraphs 91, 101, 102, 114, 116, 121, 125. 126, 127, 128 and 129 of the 
report which seem to indicate defective or overbudgeting. The tendency 
to overestimate api^ears to he more marked in the Jail. Public Health, 
Agriculture and Public Works Departments in which the j)ercentages of 
savings to final appropriations are very high as indicated in the table given 
below ; — 


Grant or Head. 

Final ! 

appro- |] 

printion. | 

ENpendiliirc. 

i 

Saving. 

Perrentnpo 
of Fnvin^^*^ 

. • 

appro- 

print jonE 

1 

o 

3 

4 

5 

10. Jails and Coniicl Settlements — 




1 

Voted . . 

33,17 

29,70 

3,42 

; 10-3 

Non-Vofed 

1,07 

1,30 

37 

22* 1 

Total 

34,84 

31,05 

3,79 

10-8 

10. Public Health — 




■ 

Voted . . 

2C,00 

22,07 

2,93 

' 11-4 

] 

Non-Voted 

1,34 

1,18 

10 

, 11*0 • 

i 

Total 

20,94 

23,85 

3,09 

11-4 

17. Agriculture — 




■ 

Voted . . 

10,17 

17,01 

1,03 

8-0 

Non-Voted 

2,22 

1,90 

27 

12-1 

Total 

21,39 

10,49 

1,90 

’ 8-8 

Public Works Department — 

1 




(•>} Irrigation — 





Voted / 

(Grants 7, 7A and 27). 

30,43 

21,72 

8,71 

j 28*0 

i 

Non-Voted . . 

(Grants 7, 7A and 27 and Head 14 — 
Interest). 

22,00 

22,48 

O 

1 ’08 

) 

Total 

02,93 

44,90 

8,73 

10-4 

(6) Citil Herts — 





Voted 

(Grants 20 and 20A). 

1,14,44 

1,00,75 

13,09 

j 11-9 

Non-Voted . . 

( Vide grant 20). 

\ 

Total 

20,82 

17,15 

3,07 

17-0 

1,35,20 

1,17,90 

17,30 

1 12-8 


In this connection I would also invite attention to my comments in para- 
graph 43 of th.is letter. 

46. From the notes under the appropriation accounts it appears that 
savings frequently occur under the head “Pay of Establishment” and “Pay 
of Oificers”, In paragraph 13 of its report on the accounts of 1924-25 
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the Central Public Accounts Committee have made the following comments 
on the tendency to over-estimate the provision made for establishment; — 

“We have devoted careful consideration to the evidences of a tendency 
to over-estimate expenditure in the preparation of Demands 
for Grants ■which arc afforded by numerous instances brought 
to notice in the Appropriation Accounts now iinder review. 
It appears to ns that this tendency to over-estimate is parti- 
cularly noticealjle (a) in the provision made for establishments 
and (l>) in the suras entered under heads relating to expendi- 
ture on woi’ks whether chargealde to capital or to revenue. It 
seems to have been the regular practice for the provision under 
such heads as pay of estaldishments to he calculated on the 
basis of existing cadres with little reference, if any, to the 
probaliilit}' of savings due to casualties, leave, seconding to 
other duties, and so on. The result is that at the end of the 
3 'ear comparatively large umlerspendings are brought to light 
for which allowance might well have been made in the original 
estimates. The existence of such margins facilitates re-appro- 
priations to purposes not contemplated at the time when 
the budget Avas framed, for v.diich no specific authorisation 
has been obtained from the Assembly, and even if, as we are 
assured is the case and as the comparatively large reali.sed 
surpluses on recent budgets tend to prove, the Finance Depart- 
ment has been increasingly strict in recent years in preventing 
such re-appropriations, we are nevertheless of opinion that 
steps should he taken to ensure that the provision under such 
heads as pay of estahlislunent should be based not only on 
existing cadres, but also on the experience of previous years, 
and a suitable lump sum deduction made for probable under- 
spendings under these particular heads. The Finance De- 
partment have already introduced with advantageous results 
in the past Ga'^o years the s^^stem of making lump sum cuts in 
the demand for grants as a whole to alloAV for probable under- 
. spendings, and Ave expect that the effect Avill be to reduce the 

extent of underspending- disclosed in the estimates of 1925-26 
and 1926-27. \Ve are inclined to the opinion, hoAA'ever, that 
this system should be applied more boldly than has j’^et been 
the case, and that further improvement could be obtained if 
careful statistics AA^ere kept of the proportion betAA'een actual 
expenditure and estimate based on the existing cadres under 
establishment heads.” 

The budget estimate should be as close as possible and the Public Accounts 
nommittee may desire to suggest that lump sum cuts should be made under 
the head? “Pay of Establishment” Avhen the demand under such a head is 
large. 

47. The attention of the Public Accounts Committee is inAuted to para- 
graph 4 of the Home Auditor’s report on the accounts of the High Commis- 
sioner for India for 1925-26. For the reasons mentioned in paragraph 12 
above, the transfer of £3,500 from the Voted to the Non-Voted portion of 
the grant for “Police” Avas not in order. The duplication of proAusion 
under certain heads is also brought to notice. 


Enclosure VIII. 

FnoM Sir Frederic Gauntlett. K.B.E., C.I.E., I.C.S., Auditor Generad 
IN India, to the Secretary to the Goa^ernment of United Provinces, 
Finance Department, No. 870- Admn. /75-27, dated the 20th June 
1927. 

Subject: — Affrofriation Accouvts of the Gor>ernme,nt of United Pro- 
vinces for the year 1925-2C). 

With reference to Rule 15(n) of Auditor General’s rules framed under 
Section 96D(1) of the GoA'ernment of India Act. I haA^e the honour to trans- 
mit hercAvith tAvo cojiies of the Appropriation Accounts of the GoA^ernment 



.of United Provinces for the year 1925-26, together with the report of the 
Director of Audit, United Provinces thereon for submission to the Public 
Accounts Committee and for necessary action by the Government of United 
Provinces. 

2. Two copies of the accounts of the receipts and disbursements of the 
Secretary of State and the High Commissioner for India on account of the 
Government of United Provinces for the year 1925-26, together with two 
copies of the appropriation accounts, and the reports thereon prepared by 
the Auditor of the (India) Home Accounts, are also forAvarded herewith. 

3. I offer the following comments. 

4. Preface — first sub-'paragra'pli of farugrafh 2 and also parag^'aph 2 
on page 99. — I haA'^e already communicated my views on this ‘Manual’ vide 
correspondence ending AA'ith my demi-official letter No. 41 5-Adnui./ 105-27, 
dated the 28th March 1927 to Air. Blunt, the Pinancial Secretary to the 
GoA^ernment of the United Provinces. 

5. Preface — second sub-paragraph of paragraph 2. — The Audit and 
Appropriation Accounts are public documents of considerable importance 
and the Principal Auditors on AAffiom the duty of the preparation of these 
accounts lies have special instructions to devote their peisonal attention to 
them. In order that the details included in the approjiriation accounts may 
be as accurate as iJossible, it is most desirable that the officers responsible for 
furnishing the information for the Report should also devote their personal 
attention to the matter. The Public Accounts Committee Avill doubtless 
deem it desirable to suggest that the local Government issue special instruc- 
tions to the Pay and Accounts Officers so that they may realise their respon- 
sibility in this respect. 

6. Page 1 — paragraph 1. — The Avord ‘high’ in the penultimate line of 
the second sub-paragraph should have been omitted. The paragraph _ as 
drafted expresses the personal opinion of the Director of 'Audit that a high 
standard has been attained. I doubt Avhether he intended to express such 
an opinion. 

7. Page 1 — paragraph 2. — The special attention of the Public Accounts 
Committee is invited to the excesses referred to in this paragraph, which 
require the A'ote of the Council. The Committee may like to express the 
hope that endeavour Avill be made to reduce the number of final excesses over 
gi’ants, AAffiich is larger in the United Provinces than in other provinces. 

8. Page 5 — paragraph 11 — line 5. — Grant ‘26’ should be substituted 
for Grant ‘27’. 

9. Page 6 — ptaragraph 13. — I suggest that the Public Accounts Com- 
mittee should hold the Controlling officer alone responsible, and leave to the 
local Government the determination of the relations between him and the 

• Pay and Accounts Officer. 

10. Page 10 — paragraph 16. — I do not agree Avith the Director of Audit 
that reductions made by the Council in order to raise questions of policy or 
based on past actuals are not cuts to be respected by the Executive. The 
Rules of Business, Avhich are statutory rules, impose upon the Public 
Accounts Committee the duty of bringing to the notice of the Council any 
excess over an item Avhich has been cut by the Council quite regardless of 
the reasons for the cut vide Rule 34(2)(ii) as set out on page 98. 

The Public Accounts Committee Avill no doubt ascertain from the 
Director of Audit Avhether there are any excesses Avhich require to be brought 
to the notice of the Council under this ruling. 

11. Pages 12 to 17 — paragraphs 20 to 22. — I have had demi-official cor- 
respondence with the Pinancial Secretary to the Government of United Pro- 

yjjices see my demi-official letter No. 395-Admn./ 89-27, dated the 29th 

March 1927 regarding control over grants-in-aid. If the local Government 
"desire to place 'this letter before the Public Accounts Committee I have no 
objection. 

12. Page 23 — paragraph 31 — explanation under G. and I. — It is import- 
ant that budget provision should be made under those heads under which 
the expenditure Avill be finally recorded in the accounts. It is suggested 
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As ‘it appears from the report that the normal growth of expenditure is 
greater than the normal growth of income it is also suggested that the 
balance should not be mainly utilised in meeting permanent commitments. 

23. Page 65-^aragra'ph 1 — Miscellaneous (2). Page 68 — paragraph 
2 {IJt ). — The Auditor General reserves the right to mention in the report 
any case which may not involve an actual loss of Rs. 1,000 or over, but, 
in his opinion, discloses serious financial irregularities or lack of supervision 
by responsible officers. 

24. Page 65 — paragraph 1 — Miscellaneous (4) and page 67 paragraph 
2 {5) and {6). — The treatment of recoveries in the accounts is intimately con- 
nected with the question of gross and net grants. A memorandum was pre- 
pared by me on the question of the treatment of gross and net grants and 
the accounting problems involved therein which was discussed at the con- 
ference of the Financial Representatives held in Delhi in November 1926. 
It was agreed that the rules proposed in paragraph 12 of my memorandum 
should be tentatively adopted in all provinces. As, however, the promul- 
gation of the rules is likely to necessitate considerable changes in the forms 
of Provincial demands for grants and as it is essentially desirable that the 
form of the Budget should conform, as far as possible, to the form of the 
final accounts, I have called for the considered opinion of the local Govern- 
ment on the- subject before taking final action vide my letter No. 613-Ac./ 
507-Audit-23, dated the 8th March 1927. The views of the local Govern- 
ments are awaited. 

25. Page 70 — paragraph 2. — The special attention of tlie Public Ac- 
counts Committee is invited to this paragraph. Evidence of inadequate 
control over the expenditure under “ Civil and Sessions Courts ” is to be 
found in the explanations on page 119 vide notes F4 and F6. 

26. Page 71 — paragraph 6. — The attention of the Public Accounts 
Committee is invited to this paragraph. 

27. Pages 71 to 76 — paragraphs 9 to 13. — The attention of the Public 
Accounts Committee is invited to these paragraphs. The Public Accounts 
Committee may like to consider whether some disciplinary action is not 
desirable in the case mentioned in paragraph 13. 

28. Page 78 — paragraph 22. — After making due allowance for savings 
amounting to 48,06 due to the transfer to Revenue of expenditure on grants- 
in-aid there is still a saving of 7,23. This is in such marked contrast to 
the excess under Grant 5 — vide my remarks on page 146 in paragraph 47 
of this letter — that the Public Accounts Committee may profitably attempt 
to ascertain the reasons for the contrasting results. 

29. Pages 78 and 79 — paragraph 24 . — ^The Public Accounts Committee 
might desire to ascertain the circumstances in which the purchase of the 
private press was decided on, seeing that in the result, Government sustained 
a very considerable loss. It seems a little difficult to understand why Gov- 
ernment should bear the whole of the loss caused by a change of mind on 
the part of the University authorities. This is not the way to inculcate 
financial responsibility. 

30. Page 79 — paragraph 25. — The Public Accounts Committee may 
like to consider the point raised in this paragraph. 

31. Page 83 — paragraph 34. — The special attention of the Public Ac- 
counts Committee is invited to this paragraph. 

32. Page 83 — paragraph 35. — The Director of Audit appears in this 
paragraph to challenge the actual classification in the accounts which are 
now maintained by the Pay and Accounts Officers on behalf of the local 
Government. If that be so, his proper course is to challenge the classifi- 
cation adopted and to refer the dispute to me for decision under Rule 20 
of '.A-uditor General’s Rules. I have instructed him to do so. 

33. Pages 84 and 85 — paragraph 38. — In view of the serious irregulari- 

ties brought to notice the Public Accounts Committee may desire to consider 
whether the case was adequately met by' a mere warning to the Principal of 
the technical school. ' 



34. Page 88 — 'paragfaph M - — ^The special attention of the Public Ac- 
counts Committee is invited to this paragraph. 

35. Page 89 — paragraph 46. — ^My comments on paragraph 35 of the 
Report — vide paragraph 32 of this letter — apply here also. 

36. Pages 90 to 93 — paragraph 48. — While I should not have been as 
dogmatic as the Director of Audit if I had drafted this paragraph, there is 
ample material to shovr the desirability of a close scrutiny by the Public 
Accounts Committee of this case to investigate’ whether the investments 
made in these two concerns will not eventually result in any loss of public 
money. 

37. Page 94 — paragraph 49 — second sub-paragraph. — The Divisional 
Forest Officer acted contrary to rule (iv) of Appendix A to the Treasury 
Orders and the Committee may desire that serious notice should be taken of 
his action. 

38. Page 99 — paragraph 3. — ^Pending the necessary amendment in the 
United Provinces Legislative Rules effect can be given to the proposal to 
extend the term of the Committee, by establishing a convention in the Legis- 
lative Council that the members of the Public Accounts Committee shall be 
elected by the Council for the life time of this body. 

39. Page 100 — Paragraph 6. — I desire to emphasise the importance of 
linking up the work of one Public Accounts Committee with that of its 
predecessors. If the personnel remained substantially the same there would 
be obvious advantages in a Public Accounts Committee undertaking this 
duty before proceeding to consider the report of the year under considera- 
tion. But if the personnel is almost entirely changed there may be advan- 
tages in undertaking this duty after it has considered that report. 

Government has passed orders which it regards as final on the following 
paragraphs ; — 

Audit Report — 1923-24 — 

Section I. — paragraphs 7, 12, 13, 19, 20 (5), 31 and 32. Section 
VII. 

The matters referred to in the following paragraphs are still under con- 
sideration : — 

Audit Report — 1923-24 — 

Section I paragraph 10 and Section VIII paragraph 2. 

Audit Report — 1924-35 — / 

Paragraphs 3, 6, 10, 15, 20 and 35 to 37. 

The Director of Audit should have stated the present position in respect 
of each of these matters and it is suggested that the Public Accounts Com- 
mittee should now ascertain, and record in its own report, the position so 
that these matters may not be lost sight of. 

40. Pages 100 to 102. — The attention of the Public Accounts Committee 
^is invited to the summary given herein of the views of the local Government 

relating to paragraphs 7, 12, 19, 20 '(5), 31 and 32 of the Audit Report 
for 1923-24. It is for the Public Accounts Committee to decide whether 
it is prepared to accept the view of the local Government that it will not 
reopen any question of disciplinary action at the request of the Public 
Accounts Committee unless fresh facts come to light. If this view is 
accepted it is useless for the Auditor General or the Public Accounts Com- 
mittee to express any comment on the adequacy of disciplinary action. I 
call attention to this matter as it raises an important issue as to the powers 
of the Public Accounts Committee. Those powers have been obtained in 
England by the steady pressure of the Legislature on the Executive. 

41. Page 117 — notes !Dl and El, and D2 and E2. — The total salaries 
provided in the budget were 1,64. The actual salaries paid amounted to 
1,83. It is unusual to find such a large excess under “ Salaries ”, and the 
Public Accounts Committee may wish, to suggest that more careful estimates 
should be prepared in future. 



42. Page 119. — ^Attention is invited to my remarks in paragraph 25 of 
this letter. 

43. Page 129 — note P4. — The controlling officer should have known 

what Committees were working so that he ought to have been able to foresee 
this request. A careful watch over liabilities is one of the most importanl 
financial duties of a controlling officer. ‘ 

44. Page 131 — note S6. — It is a common financial rule that all charges 
incurred must be paid and drawn at once, and in no circumstances may they 
be allowed to stand over to be paid from the grant of another year {c. f. 
'Article 87 of the Civil Account Code Volume I). The controlling officer 
not only committed an irregularity by the violation of this general financial 
principle, but also seems to have omitted to take steps to provide for tiiis 
charge in the budget of the year under review. The matter is therefore 
brought to the notice of the Public Accounts Committee. 

45. Page 136 — head H. — It is remarkable that under each of the five 
heads there is an excess although there were supplementary appropriations 
under four of the five. The Public Accounts Committee may wish to express 
the opinion that the watch over the progress bf expenditure cannot have 
been very satisfactory. 

The excesses will have to be reported to the Council as the Council made 
a lump deduction vide my comment in paragraph 10 of this letter on page 
10 — ^paragraph 16 of the Report. 

46. Page 141 — note Q. — The attention of the Public Accounts Com- 
mittee is invited to the remarks made by the Pirector of Audit. The sup-^ 
plementary appropriation under this head seems to have been unnecessary 

47. Page 146. — One is so accustomed to find heavy savings under grants 
for Civil Works that excesses of 91 under non-voted and of 4,02 under voted 
representing excesses of 31 and 8 per cent, respectively, even after supple- 
mentary grants amounting to 3,54, are disconcerting. The Public Accounts 
Committee may well investigate the reasons. Now that petty works have 
been handed over to Departments are there fewer opportunities for savings! 

48. Page 151 — notes III and lY. — The incurring of expehditure in 
the absence of appropriation is an .obvious financial irregularity. 

49. Pages 155 and 239 — Stoclc accounts. — In the case of unserviceable 
stock it is desirable, to avoid further deterioration, that prompt action 
should be taken for the disposal of those articles which are still capable of 
being disposed of at a reduced value and that the actual loss should be 
written off the books. 

In regard to serviceable stock in excess of the requirements of the fol- 
lowing 12 months it is desirable that those items which are liable to quick 
deterioration {e.g., cement, paint, etc.) should be disposed of promptly in 
order to save probable losses. 

The Public Accounts Committee may desire to investigate what action 
has been taken in these directions. 

50. Page 165 — note at bottom of the page. — Expenditure on “Repairs” 
cannot appropriately be recorded under a head falling under “Outlay not 
charged to Revenue” as expenditure on repairs to buildings and roads from 
borrowed funds is not permissible under the local Government (Borrowing) 
Rules. Unless therefore the local Government have any special reasons to 
urge to the contrary, the expenditure against items 5 to 10 on page 164 of 
the report should be written back in the revenue head “41 Civil Works — 
Repairs” in tlie current year’s accounts after provision is duly made under 
that head. 

51. Page 172 — -.Grant No. 8. — The budgeting in the past under this 
grant has been so inaccurate in some provinces that the accuracy wffiieh has 
now been attained is very creditable. 

52. Page 175 — note Al and A2. — ^The Public Accounts Committee may 
wish to investigate whether when the budget was prepared Government 
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should not have been able to foresee that more voted officers would be ap- 
pointed in leave and deputation vacancies and tliat eight posts in the United 
Provinces Medical Service would remain vacant. Whether the latter state 
of affairs can be viewed with equanimity is perhaps a matter more for the 
Legislative Council than for the Public Accounts Committee. 

53. Page 175 — note BA. — comments on page 83 — paragraph 35 and 
on page 89 — paragraph 46 {vide paragraphs 32 and 35 of this letter) are 
also applicable here. 

54. Page 177 — notes Dl and D2. — The explanations are quite inade- 

quate. It appears, however, that Rs. 2,800 was recorded in the accounts ' 
under D2 which should have been recorded under Dl . If so the local Gov- 
ernment may desire to ascertain why the adjustment could not be made in 
the accounts of the year under report so as to represent the correct charges 
under proper heads. - *■’’ 

55. Page 181 — note A5. — The local Government may desire to ascer- 
tain why the adjustment could not be made in the accounts of the year under 
report so as to represent the correct charges under proper heads, 

56. Page 183 — note Cl. — The Public Accounts Committee may wish 
to ascertain from the Director of Audit what he means by the phrase ‘ ‘in the 
Indian section.” If he meant “under voted” it would have been simpler 
and more accurate to have said so. 

57. Page 183 — note ClA. — The attention of the Public Accounts Com- 
mittee is invited to this. The explanation of the Director of Audit shows 
that this is an instance of double payment through rush of expenditure in 
March. The explanation would have been clearer if the Director of Audit 
had stated that once the Pay and Accounts Officer issues a cheque it is re- 
corded as a final payment. Thus there was a double payment on account of 
one liability due to the desire of the Principal to ensure payment within 
the year. 

58. Page 188 — head H. — ^More than half the provision could not be 
utilised for the purpose for which it Avas originally intended and the Public 
Accounts Committee may desire to consider whether more accurate budget- 
ing is not possible under this sub-head. 

59. Pages 192 and 193.— -As to the legal and constitutional position in 
regard to the formation of a Civil Contingencies Pund and subsequent re- 
appropriation from the reserve in that Fund to the respective heads in other 
grants, a jeference is invited to ‘paragraph 7 of the Resolution No. D.-1I63- 
A, dated the 5th May 1927 issued by the Government of India in the Finance 
Department. 

60. Page 201 — note B. — The supplementary grant seems to have been 
excessive inasmuch as almost half the amount of that grant could not be 
utilised. The Public Accounts Committee may like to enquire whether this 
was due to defective estimating. 

61. Page 203 — note 'A3. — The non-provision for annual increments in 
the budget indicates a defect in estimating. 

62. Page 203 — note AS. — The control over expenditure seems to have 

been defective as the explanation suggests that the reason for the excesses 
under this head could have been anticipated and a supplementary grant ob- 
tained in time to cover the excess. «• 

63. Page 205 — note B2. — The figures seem to indicate that the supple- 
mentary appropriation was unnecessary unless it was for a new service. 

64. Pages 208 and 209. — I have asked the Director of Audit for a fur- 
ther explanation of these summaries. The Public Accounts Committee may 
also desire to ask the Director of Audit to supply this information to them. 

^ 65. Pages 215 and 217— notes A, A2, BA, B5, Be, C5 and II2.— The 
estimates under these heads seem to haA^e been excessive and the Public 
Accounts Committee may desire to iuA^eStigate the method of budgeting -so 
as to secure an improvement. 
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66. Page 2Z5 — note D. — The explanation seems to be carelessly worded. 

I presume the Director of Audit intended to say that “Provision need, not 
have been made for the boiler examination if that examination had been 
abolished.”, 

67. Page 230. — The saving under Grant 23 is 2,74 or about 7’ 6 per cent. 
It looks as though this is a head under which a lump sum cut might be made 
with advantage in the budget. 

68. Page 238. — The net saving under Grant 25 is 4,65 or 9’5 per cent. 
It looks as though this also is a head iinder which a lump sum cut might be 
made with advantage in the budget. 

69. Page 250. — The net saving under Grant 27 is 28,76 or 20 per cent. 
It looks as though this again is a head under which a lump sum cut might 
be made with advantage. 

70. From Part II of the appropriation accounts it appears that in sever- 
al cases grants already sanctioned by the Legislature have been reduced by 
the vote of the Council. It has since been recognised by the Government 
of India that once a demand has been voted by a Legislative Council there 
is no provision either in the Government of India Act or in rules made 
thereunder which permits of the grant being reduced on the motion either 
of the Government or of a non-official Member. Such reduction of grant is 
therefore to be regarded as unconstitutional. 

It is also noticed that in many cases reappropriations have been made 
from voted grants to non-voted heads vide paragraphs 3, 4, 10 and 17 of the 
Report. Such reappropriations have the effect of reducing the grants from 
which the transfers are made and, for the reasons stated above, is therefore 
also to be regarded as ultra vires of the Statutory rules. 

The local Government is however entitled' to issue executive orders to 
the authority controlling any specified grant to restrict the expenditure 
within a specified figure. On the other hand it is also entitled to sanction 
supplementary funds for any non-voted service against earmarked savings 
under specified voted grants. Wlien therefore a definite lapse is antici- 
pated in the provision made under a voted grant the proper course is to take 
the surrendered amount into a reserve within the grant at the disposal of 
the local Government and to obtain the requisite sanction for any additional 
allotment required to meet excess expenditure elsewhere, one argument in 
support ,of this request for additional allotment being that money is avail- 
able in the reserve. 

71. This report is both interesting and important because it exhibits 
the results of the working of the experiment in the separation of audit and 
accounts during the first year. Having regard to the Inevitable dislocation 
of work caused at the outset by such a change and to the inexperience of a ' 
large 'number of the accounting staff, I am very impressed by the success of 
the experiment in the improvement of financial 'control and in the closer 
approximation of expenditure to budget provision. 

It is inevitable, where such mass of detail has to be dealt with, that 
there should still be some defects and.it is in no carping spirit that I call 
attention to the following : 

(а) A few instances where slack control is presumed will be found 

in paragraph 2 on page 70 of the Report, paragraph 62 of this 
letter and clause (c) below. 

(б) Taking all the grants and appropriations together and omitting 

some extraordinary items pointed out by the Director of Audit 
in paragraphs 2 and 11 on pages 2 and 5 of the Report, the 
budgeting appears to have been satisfactory. Improvement 
in this direction seems, however, desirable in many individual 
quarters. A few instances of defective or overbudgeting are 
■ given below : 

Page 79 — ^paragraph 27, page 88 — paragraph 44, pages 227 
and 247 — notes H of the Report and paragraphs 60 
and 61 of this letter. 
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(c) In the following cases supplementaty grants appear to have been 

unnecessary. Unless they were required to meet the expendi'- 
ture on \new services’ they indicate defective control or inade^ 
quate knowledge of the progress of expenditure. 

Page 126 — head J 6. 

Page 204 — head B 2. 

Page 214 — ^head B 5. 

Page 228 — ^liead B 2. 

Page 230 — ^hcads B 8 and 9 and G 6. 

(d) In the following cases provision was made in the budget under 

heads to which the expenditure relating thereto was not finally 
debitable : — 


Page 127 — note J 6. 


) 


139— „ L 4. 

175 — notes A3, Bl abd 2. 
203 — note A 9. 

213— „ A 2. 

217— „ D5. 

229 — ,, A 4 and 5. 
231— „ C 5 and 6. 
235— „ A. 


It is presumed that, in future, provision will be made in the budget 
under the head to wdiich the expenditure will appear in the accounts. 

72. I consider that the size of the report could be reduced to a certain 
extent. For instance, the long section relating to ‘grants-in-aid’ on pages 
12 to 17 could have been compressed with advantage. Also I do not think 
it was necessary to give the complete extract from the Administrative Ac- 
counts of the Irrigation Department -which is reproduced on pages 32 to Sfl, 
nor to reproduce in full on pages 62 to 69 the conclusions of the Public 
Accounts Committee and the Government of the United Provinces on the 
revision of the form of the Appropriation Accounts. 

The Public Accounts Committee may like to express an opinion whether 
this view is accepted. 


Enclosure IX. 

From Sir Frrderic Gauntlett, K.B.E.. C.T E , I.C.vS., Auditor General 
IN India, to the Secretary to the Government or Punjah, Finance 
Department, No. 826-Admn./76-27, dated the 10th June 1927. 


Subject; — Audit and Appropriation Accounts of the GovCt'ftnient of tk6 

Punjab for the year 1925-26 

With reference to Rule 15(rt) of the Auditor General’s rules framed 
under Section 96 D(l) of the Government of India Act, I have the honour 
to transmit herewith two copies of the Audit and Appropriation Accounts 
of the Government of the Puniab for the year 1925-26, prepared by the 
Accountant General, Puniah for submission to the Public Accounts Com- 
mittee and for nece.ssary action by the Government of the Puniab. J also 
transmit herewith two copies of the Appendix to the Appropriation Report 
on the accounts of the Government of the Puniab for the year 1925-26, pre- 
pared by the Accountant General, Puniab for necessary .action by the local 
Government This Appendix does not concern the Public Accounts Com- 
mittee. 
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Two copies bf -tlie accounts of the receipts and disbursements of the 
Secretary of State and the High Commissioner for India on the accounts of 
the Government of the Punjab for the year 1925-26 together with two copies 
of the Appropriation Accounts, and the reports thereon prepared by the 
Auditor of the (India) Home Accounts, are also forwarded herewith. 

3. I offer the following comments on the Audit and Appropriation 
Accounts. I 

4. Page 2— Paragraph 7 {!). — In the present report the old form of 
the appropriation accounts has been adopted which exhibits the variations 
.between the net grant {i.e., after re-appropriations by other competent 
authorities) and the actual expenditure, and gives explanations for such 
variations.' The report thus fails to comply with the requirements of one 
of the fundamental principles upon which my recommendations for the re- 
organisation of these reports were based In order to discharge its statu- 
tory responsibility the Public Accounts Committee is interested to know the 
variations of expenditure against the grants as finally sanctioned by the 
Council with reasons for such variations and they can be helped in this 
matter if the form suggested by me (viz., Imrm A of the Manual of Instruc- 
tions for the preparation of Audit and .Appropriation Reports) is adopted. 
Whether necessary re-appropriations were made by ‘other competent author- 
ities ' to cover excesses or to reduce savings within a grant and whether ade- 
quate financial control over expenditure has been exercised are matters 
mainly for the Executive Government and the Accountant General’s com- 
ments on these matters can be given in appropriate footnotes to the several 
accounts. 

If however the local Government is anxious to continue to be furnished 
in. one place, ie., in the appropriation account itself the information re- 
garding re-appropriations made by other competent authorities and the varia- 
tions between the net grant and the actual expenditure, I suggest the adop- 
tion of the annexed form which has already been introduced in one province. 
I may/ mention in this connection that although the Auditor (general is the 
ultimate authority to prescribe the form of the appropriation accounts, I 
shall be glad, at least for the present, to meet the wishes of the local Gov- 
ernment im the matter as far as possible. 

6. Paragraphs 8 to 22 — Provincial Finance. — The financial position of 
the province' as brought out in this portion of the report is satisfactory. 
Attention is however called to the Accountant General’s remarks in para- 
graph 

6; Page 8. — * Note ’ below the statement. — From the table given below it 
would’ appear that, as compared with the year 1921-22, there has been an 
increase in expenditure met from Revenue in 1926-26 under “Transferred” 
while there has been a decrease under “Reseived”. If the figures for pro- 
vincial contributions are excluded from columns (1) and (2), viz., 1,76,00 and 
1,13,84 respectively, column (3) of the table would exhibit an increase of 
17,70 only which is much smaller than that shown in column (6). This seems 
to support the view that funds made available for expenditure by the remis- 
sion of the contribution were utilised to a considerable extent in meeting 
expenditure under Transferred. 


Expenditure excluding that not cbarged to Kevenue. 
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1921-B2. 

1 
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1 
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6 
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0 

0,34,60 . 
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?. Page 28~Paragrapli AU. — Considerable changes in rule 46 of thfe 
Tundamental Rule have been recommended to the Secretary of State. 

8. Page 32 — Paragraph 57. — memorandum was prepared by me on 
the question of the treatment of gross and net grants and the accounting 
problems involved therein which was discussed at the conference of i'inan- 
cial Eepresentatives held in Delhi in November 1926. It was agreed that 
the rules proposed in paragraph 12 of my memorandum should be tentatively 
adopted in all provinces. As, however, the promulgation of the rules is 
likely to necessitate considerable changes in the forms of Provincial Demands 
for grants and as it is e.ssentially desirable that the form of the Budget 
should conform, as far as possible, to the form of the final accounts, I have 
called for the considered opinion of the local Governments on the subject 
before taking final action mde my letter No. 6l3-Ac/507 Audit-23, dated 
the 8th March 1927. The views of the local Governments are awaited. 

9 Page 33 — Paragraph GO. — It has since been decided by the Govern- 
ment of India that the Public Accounts Committee is entitled to offer, in 
its report, critici.sms and recommendations upon any matter discussed in the 
Audit and Appropriation Reports or in the Auditor General’s forwarding 
letter whether such matter concerns the accounts of expenditure, voted or 
non-voted, or those of receipts aide paragraph 4 of Government of India, 
Finance Department, letter No D -1944-A, dated the 11th August 1926. 
The only exception is expenditure on backward tracts. 

10. Pages 33-34 — Paragraph 02. — The attention of the Public Accounts 
Committee is invited to this paragraph In paragraph 22 of their report 
on the accounts of 1921-25 the Central Public Accounts Committee have 
made the following recommendations. 

“In the case of voted expenditure when expenditure in excess of the 
sum voted by the Assembly has to be incurred or when it is 
desired to apply savings to a new service, a supplementary 
grant has to be obtained from the Assembly in order to regu- 
larise the expenditure. The Assembly is thereby made ac- 
quainted with the facts in each case. On the other hand, 
when the expenditure is non-voted, the Finance Department’s 
sanction is sufficient to regularise excess expenditure or ex- 
penditure on a new service, and there is at present no formal 
arrangement by Avhich the facts ai'e brought to the notice of 
the Assembly. We examined the Financial Secretary on tliis 
subject and he has handed in a memorandum (Appendix IX) 
in Avliich he has suggested that the Finance Department should 
lay a statement on the table of the Assembly at the time of the 
presentation of the annual Budget detailing the cases in which 
its sanction has been given for supplementary grants for non- 
voted expenditure in a form analogous to that used for sup- 
plementary grants for voted expenditure, thereby enabling 
the Assembly to be made acquainted with facts in regard to 
non-voted expenditure which are of intei’est to it. We recom- 
mend that this procedure should be introduced. Its adoption 
will we think go far to secure that the Finance Department 
will obtain punctual information from other departments for 
its own use and that the rules requiring formal regularisation 
of excesses over sub-heads of a grant as well as over the total 
provision under a grant will be duly folloAved in regard to non- 
voted expenditure. The procedure Ave propose should also be 
of some value in establishing firmly the methods Avhich are 
gradually coming into foi’ce for enabling officers and depart- 
ments responsible for expenditure under particular grants to 
watch carefully the progress of expenditure during the year — a 
matter to Avhich Ave, as the preceding Public Accounts Com- 
mittees have done, attach the greatest importcance.” 

11 Paragraph 63 — “Note”. — In this connection the attention of the 
Public Accounts Committee is invited to paragraphs 118 to 120 of the report. 



9 ^ 

12. Paragraph 67. — ^The attention of the Public Accounts Committee is 
invited to the excesses noticed in this paragraph which require the vote of 
the Council. 

13. Paragraph 69 — The total savings over both voted grants and non- 
voted appropriations amount to 12 per cent. I'his is very much largei' than 
the percentage which is regarded as a reasonable saving on a close estimate 
and is larger than in any other province save one. The Public Accounts 
Committee may desire to express the hope entertained in sub-paragraph (6) 
and endorse the view expressed in sub-paragraph (c). It may also desire to 
express the opinion that lump cuts should be made from demands for ex- 
penditure on large works in progress. Attention is invited to my detailed 
comments on Grant 22 vide paragraph 33 of this letter. 

14. Paragraph 71 — item {/,). — ^If the entertainment of stenographers 
was regarded as a ‘new service’, a decision which seems to me doubtful, there 
should have been a specific vote of the Council and the Public Accounts Com- 
mittee may wish to ascertain whether this was obtained, 

15. Paragraph 83 — The attention of the local Government is invited, 
to this paragraph. 

16 P aragraphs 88, 89, 90 and 96. — The attention of the Public Accounts 
Committee is invited to these paragraphs. 

17. Paragraph 99 — {a) First snh-paragraph. — The Public Accounts 
Committee may like to investigate whether the amalgamation could not have 
been anticipated at the time of framing the Budget. 

j, (&) Second snh-paragraph. — The special attention of the Public 
Accounts Committee is invited to this paragraph. 

18 Paragraph 102. — The attention of the Public Accounts Committee 
is invited to this paragraph. 

19. Paragraph 105.— The Public Accounts Committee may like to con- 
sider the first point raised in this paragraph. 

20. Paragraphs 121 to 132 — .Action taken on previous Audit and Ap- 
propriation Reports. — I desire to emphasise the importance of linking up 
the work of one Public Accounts Committee with that of its predecessors. 
If the personnel remained substantially the same there would be obvious 
advantages in Public Accounts Committee undertaking this duty before pro- 
ceeding to consider the report of the year under consideration. But if the 
personnel is almost entirely changed there may be advantages in undertak- 
ing this duty after it has considered that report. 

It is suggested that the Public Accounts Committee should ascertain 
and record in its own report the position of any items on which final action 
has not yet been taken so that these matters may not be lost sight of. The 
Public Accounts Committee may also desire to consider the following 
suggestions : — , 

(i) That it should study— 

(a) the report of its predecessor, 

{h) the outstanding items from previous report, 

(c) the orders passed by the local Government on {a) and (&), 

{d) any comments the Accountant General may have to offer on (c), 

(ii) That the local Government should be asked to issue orders on (a) 
in time to enable the Accountant General to submit {d) to the Public Accounts 
.Committee at its next meeting. 

21. Paragraph 125. — Tlie orders quoted in this paragraph are of ex- 
treme importance because the main impression which the report makes upon 
me is that the overbudgeting for the year under report was so excessive that 
Controlling officers must have felt there was little need for close financial 
control. 

■ L 314 AQD 
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'2^. Paragraph 127 (ct).— Attention is invited to my remarks in ptira- 
grapli 9 of this letter. 

23. Pages 100 and 101 — Grant No. 3 — Stamps. — The Public Accounts 

Committee may like to take notice of the fact that the saving of about 19 
per cent, over the total voted grant for Stamps is mainly due to apparent 
overbudgeting under heads B and F as pointed out by the Accountant Gen- 
eral in his note on page 101. ’ . 

24. Pages 102, 120 to 123 and 194 to 197. — I notice that both Capital 
and revenue expenditure has been provided for in the same demand for 
grants and in this connection the question arises -whether it is not desirable 
to present separate demands for capitall and revenue expenditure. A 
budget estimate as presented to a Legislative Council presents to the Council 
an estimate of the net result of the revenue transactions of a year and also 
an estimate^ of the closing balance of Government as a -whole having regard 
to revenue, capital and debt transactions. The inclusion within one grant 
of capital and revenue transactions of the same character enables the local 
Government to reappropriate between the revenue and capital account and 
such reappropriations will necessarily affect the revenue balance to whicli 
the Legislative Council may, and should, attach considerable importance.. 

On the other hand it is admitted that the question whether expenditure 
of a Capital nature should be met from loan funds or from current revenues 
is merely a problem of ways and means and it may be convenient for the 
ilocal Government not to decide until the close of the year how much of such 
expenditure is to be met from Capital and how much from current revenues. 
Further a local Government can always affect the Eevenue balance by in- « 
creasing or reducing non-voted expenditure. 

It is for the Public Accounts Committee to advise the Legislative 
Council and local Government what view should be taken on this aspect of 
the question. I suggest that the real issue can be raised if the Public 
Accounts Committee will consider whether it shall advise that capital and 
revenue transactions shall not be included within the same grant. 

25. Pages 122 and 123 — Irrigation. — The original grant was 3,61,61. ' 
The actual expenditure was 3,18,02. The saving was 12 per cent, of the 
original grant. A lump sum cut under this head would seem desirable. 
Attention is invited to my mo’re detailed comments on Grant No. 22 vide 
paragraph 33 of this letter. 

26. Page 129- — Note (Z). — This appears to be a striking case of over- 
estimating the provision for expenditure on works, specially in view of the 
fact that the additional funds were obtained by means of a supplementary 
demand. 

27. Page 129- — Note {DD). — The Public Accounts Committee may wish 
to ascertain why the decision was not accompanied by the consequential re- 
appropriation of funds. 

28. Pages 148 and 149 — head (^4) voted. — The reduction of 97 from 
this head appears to indicate inadequate laiowledge of the progress of ex- 
penditure as there was an excess of 68 in the final result. 

29. Pages 150 and 151~Grant 12— Police; Pages 158 to 161— Grant 
15 Education {Transferred). — These accounts are examples of what can 
be effected by cautious budgeting and by an adequate control over expenditure 
feven in large departments. 

In regard to the latter grant a reference is however invited to the second 
sub-paragraph of paragraph 99 of tJie report.' It may be presumed that 
this grant would have shown an even better result liad the controlling 
iofficer taken proper steps to have his accounts verified regularly by the 
Accountant General. 

^ 30. Page 153 — Note B (F). — The Public Accounts Committee may 
desire to ascertain from the Accountant General how the matter now stands 
and what steps have been taken to prevent these double adjustments in future. 
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’ Si. Page 173 — Notes (G) and (H). — The Public Accounts Committee-, 
may like to enquire into the reasons for the excess provisioir under these 
heads. 

32. Page 186 — Head A. — The additional grant of Es. 4,400, which ^ 
was not for a ‘new service’ seems to have been unnecessary in view of the 
ultimate saving which accrued under this head. 

As the figures for progressive expenditure in the early part of the year 
are not always a safe guide to determine whether any supplementary grant 
will be actually necessary to meet any additional expenditure other than that 
relating to a ‘new service’, it is for consideration whether it should not be 
iprescribed as a working principle that ordinarily no demand for supple- 
mentary grant except for a new service should be asked for until more reliable 
figures are available justifying the demand. 

33. Pages 196-197 — Grant No. 22 — Civil Work {Transferred). — ^Against 
a net grant of 1,90,46 the actual expenditure was 1,23,00, a saving of over 
35 per cent. A lump sum cut under this head would seem desirable. 

A scrutiny, of the reasons for the savings shows that compliance with 
the new rules set out in paragraph 125 of the report will not operate to 
stop savings completely.' There are inevitable delays in works due to 
causes arising in the course of the year, savings due to which can only be 
obviated by lump cuts. 

t 

34. Page 201 — Note (F) non-voted. — The attention of the Public 
Accounts Committee is invited to the important suggestion in tlie last three 
lines. In the last line “prospects” should be siibstituted for “prospectus”. 

35. Page 231 — Refunds [Reserved). — There were “excesses” and not 
a ‘Deficiency of actual expenditure’ as stated in the footnote below the 
statement. 

36. Page' 235 — note (F). — The Public Accounts Committee may desire 
to ascertain whether suitable action has been taken to overcome the difficulties 
referred to here. 

37. Page 237 — note (^).— -The Public Accounts Committee will no 
doubt wish to ascertain why no effort was made to meet this refund as it 
has caused a serious excess over a grant. 

38. In the following cases provision of funds was made under heads 
other than4hose to which the amounts were properly debitable. The Public 
Accounts Committee may suggest to the local Government that funds should 
always be asked for to meet particular expenditure under the head under 
which such expenditure will finally be recorded in the accounts. 

Page 99 — ^note (A), 

Page 141 — notes (J) and (K), 

Page 146 — ^note (A) (i). 

Page 153 — notes (E) and (F), 

Page 209 — ^note (E) non-voted, 

Page 215 — note (B), 

Page 219 — ^note (F) (ii), 

Page 221 — footnote (2), 

Page 236 — ^note (H), 

39. It appears that savings frequently occur under the head “Pay of 
Establishment” e.g., page 97— note D (ii) (a), page 105— note (IV)— Voted 
page 141— note (I) (ii), page 146— note (A) (ii), page 147— notes (C) (ii) (b) 
and (C) (ill) and page 153— note (B) (ii). In paragraph 13, of its report 
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on the .accounts of the year 1924-25 the Central Public Accounts Committee 
said on this — 

"We have devoted careful consideration to the evidences of a tendency 
to over-estimate expenditure in the preparation of Demands 
for Grants which are afforded by numerous instances brought 
to notice in the Appropriation Accounts now under review. 
It appeal’s to us that this tendency to over-estimate is parti- 
cularly noticeable (a) in the provision made for establishments 
and (b) in the suras entered under heads relating to expenditure 
on worlcs whether chargeable to capital or to revenue. It 
seems to have been the regular practice for the provision under 
such heads as pay of establislimcnts to be calculated on the 
basis of existing cadres with little reference, if any, to the 
probability of savings due to casualties, -leave, seconding to 
other duties, and so on. The result is that at the end of the 
year comparatively large underspendings are brought to light 
for which allowance might well have been made in the original 
estimates. The existence of such margins facilitates re-appro- 
priations to purposes not contemplated at the ‘time w'hen the 
budget was framed, for ■which no specific authorisation has 
been obtained from tlic Assembly, and even if, as we are as- 
sured is the case and as the comparatively large realised sur- 
pluses on recent budgets tend to prove, the Pinance Depart- 
ment has been increasingly strict in recent j’^ears in preventing 
such re-appropriations, wc are nevertheless of opinion that 
steps should be taken to ensure that tlie provision under such 
heads as pay of establishment should be based not only on 
existing cadres, but also on the experience of previous years, 
and a suitable lump sum deduction made for probable under- 
spendings under these particular heads. The Finance Depart- 
ment have already introduced with advantageous results in the 
past two years the system of making Jump sum cuts in the 
demands for grants as a ■whole to allow for probable under- 
spendings, and we expect that the effect will be to reduce the 
extent of underspending disclosed in the estimates of 1925-26 
and 1926-27. We are inclined to the opinion, however, that - 
this system should be applied more boldly than lias yet been the 
case, and that further improvement could be obtained if care- 
ful statistics were kept of the proportion between actual 
expenditure and estimate based on the existing cadres under 
establishment heads.” 

• The budget estimate should be as close as possible, and the Public 
Accounts Committee may desire to suggest that lump cuts should be made 
under this_ head when the demand under such a head is large. 

I regard this as one of the main causes of the overbudgeting to which atten- 
tion has been drawn in paragraph 13 of this letter. 

40. The special attention of the Public Accounts Committee is invited 
to paragraph 3 of the report of the Auditor of the (India) Home Accounts 
on the accounts of the High Commissioner for India for the year 1925-26. 

41. A'piyendicr — 'paragra'pli 4 . — From the table given below it ■will appear 
that, as compared with the two previous years, the percentage of objections 
to total expenditure in the Public Works was considerably higher in the 
year under review. The attention of tlie local Government is invited to 
ithis. 

Percentage. 


1923-24 






Public WorK-f. 

2-3 

Civil. 

•17 

1924-25 


• 

- 

. 

- 

2-49 

•30 

1926-26 






506 

•14 
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A.NNEXURE (referred to in paragrapli 4 of the letter). 

{Sample Form^ 


Appropriation Account of Grant I — ^Land Revenue — Reserved. 


Mfljor and Minor heads of acfcounts, 

\ 

ivppropria* 

tion* 

i 

[ 

Actuals. 

'Extess (phis) 
or savings 
{ruhnta) 
over final 
npproj na- 
tion. 

i 

re-ap- 
propriation 
sanctioned 
by compe- 
tent autho- 
ritieB (voted 
only). 

Remnininfs 
execsB iplvt) 
or BBvings 
(mintrs) 
(voted 
only). 

I 

2 

3 

4 1 

\ 1 

6 

6 


Rs. 

Rr. 

. Rb. 

Rs. 


B . — Land Uevem't, 



1 



(!) Charges of Administration 

31,000 

2,403 

—20,097 

—28,900 

—197 

(2) Riirvc.}. and Settlement 



! 

• * j 

•- 


Non 1 1,30,000 .. .. 

1,0 i,m 

1,0.7,352 

—i.ncS 

•• 

••• 

(•Original 26,20,400 

Voted i 

(.Supplementary 1,10,71)2 .. j 

Deduct — Recoveries of expenditure . . 

1 

1 26,46,102 
—2,48,600 

27,08,186 

—4,63,080 

+ 61,904 

—2,14,680 

+ 90,360 

—91,200 

• —28,366 

- 1,23.380 


Enclosure X (a). 


Ehom Sih Fbederic Gauntlett, K.B.E., C.I.E., I.C.S., Auditor General 

IN India, to the Secretary to the Government of Bumra, Finance 

AND Revenue Department, No. v690-Admn./77-27, dated the ‘'21-st 

M.\y 1927. 

Subject ; — Appropriation Report on the ficcounts of Burma for the poar 

1925-26. 

With reference to Rule 15(a) of the Auditor General’s rules framed 
tinder Section 96D(1) of the Government of India Act, I have the honour to 
transmit herewith two copies of the Appropriation Report on the accounts 
of Burma for the year 1925-26, prepared by the Accountant General, Burma, 
for submission to the Public Accounts Committee and necessary action liy 
the Government of Burma. I also transmit herewith two copies of the 
appendix to the report for action by the Government of Burma. This 
appendix does not concern the Public Accounts Committee. 

Two copies of the accounts of the receipts and disbursements of the Secre- 
tary of State and the High Commissioner for India on account of the Govern- 
ment of Burma for the year 1925-26, together with two copies of the appro- 
priation accounts, and the reports thereon prepared by the Auditor, .(India) 
Home Accounts are also forwarded herewith. 

2. I offer the following comments on the Appropriation Report. 

3. Paragraphs 3 to 7. — {a) I await with interest the report of 4he Public 
Accounts Committee and the orders of the local Government thereon. 

While the Committee will admit the efficacy of the safeguards mentioned 
in paragraph 7 of the Report, it will doubtless consider whether, with a view 
to ktablish a better and pore effective control by the Legislature an increase 
in the number of grants is not desirable. 

(b) I notice that both capital and revenue expenditure has been provided 
for in the same demand for grants and in this connection the question arises 
whether it is not desirable to present separate demands for capital and 
revenue expenditure.. A budget estimate as presented to a Legislative 
Council presents to the Council an estimate of the net replt of the vevenue 
transactions of a year and also an estimate of the closing balance of Govern- 
ment 'as a whole having regard to revenue, capital and debt transactions. 
The inclusion within one grant of capital and revenue transactions dr the 
same character enables the local Government to re-appropfiate between the 
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revenue and capital account and sucJi re-api)roj)ria lions will necessarily 
aHect the revenue balance to which the Legislative Council may, and should, 
attach considerable importance. ' • 

On the other hand it is admitted that the question w’hethcr expenditure 
of a capital nature should be met from loan funds or from current revenues 
i.s merel}' a problem of ways and means and it may be convenient for the local 
.Government not to decide until the close of the year how much of such expen- 
diture is to be met from capital and how much from current revenues. 

Further a local Government can always affect the Hevenue balance by 
increasing or reducing non-voted expenditure. 

It is for the Public Accounts Committee to advise the Legislative Coun- 
cil and local Government w’hat view should be taken on this aspect of the 
question also. I suggest that the real issue can be raised if the Public 
Accounts Committee -will consider wliether it shall advise that capital and 
revenue transactions shall not be included within the same grant. 

4. Paragra'ph 9. — To meet the criticism of the Public Accounts Com- 
mittee the reserve so created .should be regarded as at the disposal of Gov 
pinment. The point is that it should be regarded as withdrawal from the 
disposal of the snliordinate authorities to whom it had iieen originally 
allotted. 


5. Paragraph 10. — 'Ihc saving is 8’3 per cent, of tiie total net grant and 
this is much larger than the percentage which should be regarded as a rea.son- 
able saving on a close estimate. It is probable that this large excess is mainly 
due to over-estimating in many cases. Over-estimating is as much a financial 
ii regularity as expenditure in exce.ss of grants and the Public Accounts Com- 
mittee may desire to investigate the system of budgeting specially undei those 
important heads of expenditure^ under wliich tlic savings have been largest 
such as '15 — Other Revenue Expenditure financed from 'Ordinary Revenues’, 
‘16 and 55 Construction of Irrigation, etc.. Works', ’41 — Civil Works', 
‘8, 8A and 52A — I'orest’, '33 — ^Public Health’ ,‘34 — Agriculture’ and 
‘Loans and Advances’ — ridr pages 48 to 100. 

6. Paragraph 13. — In this connection a reference is invited to the fust 
portion of paragraph 18 of the report. The excess of Rs. 8,46,349 (exclu- 
sive of Rs. 8,157 erroneou.sly classified in the accounts under voted) is over 
the net grant after taking into account tlie modifications sanctioned by other 
competent authorities whereas it has been recognised that only excesses over 
grant as finally sanctioned by the Legislative Council requires to be regula- 
rised by the vote of the Council. In this case the excc.ss which requires to 
be so regularised is Rs. 8,41,692 (exclusive of Rs. 8,157 mentioned above). 

A great part of the saving i.s attributable to the faulty method of adjust- 
ment mentioned in paragraph 14 of the report and I invite the special atten- 
tioj) of the Public Accounts Committee to the remarks and suggestions of 
the Accountant General in this jiaragraph. A reference to the figures under 
G2 and G4 on page 53 and the notes on page 60 will show' how' serious was 
the failure in the year under report to follow the prescribed procedure. 

7. Paragraph 17. — As the reduction of a grant voted by the Council is 
unconstitutional, the Finance Department is not competent to sanction a 
formal re-appropriation from a voted to a non-voted service. 

A local Government is however entitled to sanction supplementary funds 
for any non-voted service and such .sanction is fully justified if the local Gov- 
ernment is assured that there will be a saving under a specified voted grant. 
It is also entitled to issue executive orders to the authority controlling any 
specified voted grant to restrict the expenditure within a specified figure. 
The correct course to adopt, therefore, in such cases is that suggested by the 
Accountant General in this pai’agraph. 


' , 8. Paragraph 25 . — The Secretary of State’s orders have since bemi re- 
ceived in his Financial De.spatch No, 57, dated the 25th November 1926, a 
copy of w'hich, no doubt, the local Government has already received. 

9. Paragraphs 27 to J,G — Provincial Finance. — In his despatch referred 
to in paragraph 8 above the Secretary of State has desired the Burma Gm'- 
ernment to report specially on their financial position in the ne.yt annual 


statement to be submitted through the Government of India. I have rei^uest- 
(id the Government of India to show me the report of the local Government 
when it is received b;^ them. _ Until that report is seen T refrain from com-i 
menting on the financial position of the Government. 

10. Parag7'aph 48 . — The audit conducted by the Chartered Accountants 
is undertaken on my behalf. Some of the work undertaken by the firm is on 
behalf of the local Government. The firm, therefore, is selected by the local 
Government and by the Auditor General in conjunction. 

11. Paragraph 50. — It is important that these standing orders should 
be promulgated as early as possible. 

12. Paragraph 51. — My Director of Commercial Audit has called the 
attention of the local Government to the continuing loss on the working of 
the Dockyard and is still of opinion that the overhead charges recovered are 
insufficient. 

13. Paragrapih 52. — In view of the very serious loss during the veal 
under report on the working of the dredgers, the Public Accounts Committee 
will no doubt desire to investigate carefully the causes of this heavy loss and 
specially the unproductive expenditure on the salvage of the vessel H. E. 
Edwards. It is 'suggested that the Committee should ascertain definitely 
how much money has been spent on the attempt to salve this vessel. 

14. Pai'agraph 53. — My Director of Commercial Audit has brought to 
the notice of the local Government the rapid increase of stock in the nrick- 
fields. This increase is important in view of the fact that at Kambe the 
Manager receives a bonus on the total production of bricks. 

15. Paragraph 55. — This statement does not include indirect charges; 
it shows only the direct charges as shown in Account No. 33 of the Finance 
and Revenue Accounts. The indirect charges relating to these projects 
del)itable to Capital accounts of Irrigation Works and also those debitable to 
Working Expenses of the Irrigation Works in Burma as shown in the Admi- 
nistrative Account are given below — 


Proieet. 

' * 

1 

j Capital Oull.iy. 

Working F.i'tiensei, 

Dunnp 
the year 
1925-26. 

To end oi 
year 
1926.20. 

Paring 
the venr 
1925-26. 

To end of 
year 

1025 26. 

i 

Rs. 

Rs. 

Rs. 

Rs. 

Mandalay Canal . . . . . . 

067 

1,57,959 

8,620 

1.80,270 

Slmel o Canal .. .. .. i 

2,491 

1,72,209 

26,263 

3,37,136 

YC'U Canal . . . . . . . - I 

1 

9,006 

3,60,076 

22,399 

90,206 

Mon Canal . . . . . . . . 

6,292 

2,20,933 

14,656 

1,32,776 

Twante Canal 


2,48,652 

7,700 

61,119 

Irrawaddy embankment (Henzadn Section) 

•• 

63,983 

13,021 

1 2,46,968 


16. Paragra 2 ')hs 57 and 58. — The Public Accounts Committee may wish 
to ascertain what progress has been madfe in the commercialisation of the 
accounts of the Utilisation Circle and in the preparation of the Block Capital 
Account of the various departments. 

17. Paragraph 60. — ^A reference to paragraph 26 shows that the receipts 
from the Rice Control profits which have passed into the balances of the local 
Government have amounted to 10,89,68. The final expenditure therefrom 
has been 7,06,06. Therefore, if the RiceGontrol jmofits were regarded as a 
separate fund, the balance due to it from the general balances of Govern- 
ment would be 3,83,62. The actual closing balance of the province, however, 
on the same date was 2,43,20 — vide paragraph 21, including 2,08 being the 
balance of the Famine Insurance Fund, which cannot be utilised on any 
objects other than those prescribed in the Devolution Rules and is to be 
regarded as invested with the Government of India. The general balance 
of the Province excluding 2,08 therefore stood at 2,41,12 and has conse- 
quently drawn upon the Rice Control Profits to the extent of 1^42,50. 


IS. Paragraph 63 — suh-paragraph 5. — The Government of India have 
since held that cases arising in a‘ ‘backward tract’, in which the provisions 
of Section 72D of the Government of India Act do not apply, tlo not come 
under the cognizance of the Public Accounts Committee or the Legislative 
Council, as 'the functions of these bodies are regulated by the rules framed 
under that Section of the Act. 

19. Paragraph 68. — 1 invite a reference to my remarks in paragraph 8 
above. 

20. Paragraph 69 . — I must adhere to the view expressed herein. 

21 Paragraph tA . — It is most desiriible that the report of the Public 
Accounts Committee .should be with the local Government in time to give it 
i*niplG opportunity to cousidGr Jiud take action on tlie report and coiniiiunic?itc 
the action taken to the Accountant General before he has to prepare the next 
Appropriation Eeport. 

22. Page 58 —'Note A. -2.— The Public Accounts Committee may like 
to enquire whether the expenditure on acquisition of land for extension of 
toVr'ns and villages could not be anticipated at the time of framing the 
budget. It may also like to consider whether the expenditure should not 
be considered as on a ‘New Service not contemplated in the budget’. The 
information given is insufficient to enable me to express an opinion. The 
expenditure involved, however, seems to be .so considerable as to justify the 
consideration of this question by the Committee. 

23. Page 58 — Note A. -3. — The Public Accounts Committee may wish 
to ascertain whether Government has not sufficient information as to the 
nature of the season and the probable revenue collections to enable it to 
re-appropriate funds to moot this very considerable excess of nearly 2| 
lakhs. 

24. Page 5 — Note A .-4 — lievi (J). — It appears that savings frequently 
occurs under the head “Pay of ICstablishment”. In paragraph 13 of its 
report on the accounts for the year 1924'2r) tlie Central Public Accounts 
Committee said on this subject. 

“We have devoted careful consideration to the evidences of a 
tendency to over-e.stimate cxpenditiu’e in the preparation of 
Demands for Grants whicli are alTorded by numerous instances 
brought to notice in the Appropriation Accounts now under 
review. It appears to us that this tendenc}' to over-estimate 
is particularly noticeable (a) in the provision 'made for eistab- 
lishments and (b) in the sums entered under heads relating 
to expenditure on works whether chargeable to capital or to 
revenue. It seems to have been the regular practice for the 
j provision under such heads as pay of establishments to be 
calculated on the basis of existing cadres with little reference, 
if any, to the probability of savings due to casualties, leave, 
seconding to other duties, and so on. The result is that at 
the end of the year comparatively large underspendings are 
j brought to light for which allowance might well have been 
made in the original estimates. The existence of such 
; margins facilitates re-appropriations to purposes not contem- 
j plated at the time when the budget was framed, for which no 
I ‘ specific authorisation has been obtained from the Assembly, 
I ■ and even if, as we are assured is the case and as the compara- 
I tively large realised surpluses on recent budgets tend to prove, 

' the Finance Department has been increasingly strict in 

I recent years in preventing such re-appropriations, we are 

I nevertheless of opinion that steps should be taken to ensure 

I that the provision under such heads as pay of establishment 

I should be based not only on existing cadres, but also on the 

5 experience of previous years, and a suitable lump sum deduc- 

I tion made for probable underspendings under these particular 

I heads. The Finance Department have already introduced 

■with advantageous results in the past two years the system 
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• of making lump sum cuts in the demands for grants as a whole 
to allow for probable underspendings, and Ave expect that the 
effect Avill Be to reduce the extent of underspending disclosed • 
in the estimates of 1925-26 and 1926-27. We are inclined to 
;the opinion, however, that this system should be applied more 
boldly than has yet been the case, and that further improve- 
ment could be obtained if careful statistics were kept of the 
! proportion beUveen actual ex 2 )enditure and estimate based 

► on the existing cadres under establishment heads.” 

'The ' bhdget, estimate should be as close as jjossible, and the 
Public Accounts Committee may desire to suggest that lump cuts should be 
made under this head when the demand under such a head is large. I 
regard this as one of the main causes of the overbudgeting to' Avliich atten- 
tion has been drawn in paragraiih 5 of this letter. 

25. Page 59 — {a)~XI State Railways. — As the Eailway Avas not trans- 
ferred to the Railway Board, should not the local Government have been 
aware that some expenditure would be incurred thereon during the year 
and have provided funds therefor ? 

(6) 12— Miscellaneous Railway Expenditure. — The Public Accounts 
Committee may like to enquire when the survey Avas commenced and 
Avhether it was not possible to anticipate the recovery at the time’ of fram- 
ing the budget. 

26. Page GO — {a) Note G.-l. — The reduction under this head as Avell 
as under tlie folloAving heads indicates lack of knoAvledge about the -iDro- 
gress of expenditure. The local Government may like to investigate 
Avhether the control in these quarters is effective — 

Page 66 — Head A. -8. . • 

Page 68 — Head G.-6. ■ 

Page 90 — Head D.-8. 

{!)) Note G.-3. — In view of the fact that the provision under the “Steam 
and Motor Launches, etc.” Avas exceeded in 1924-25 also, the Public 
Accounts Committee may like to enquire Avhether the budgeting under this 
head is' not 'defective. 

(c) Note G.-7. — It is not understood Avhy the provision for this recovei’y ' 
could not be made on the receipt side under the proi^er head. 

27. Page 61 — Note L.~l. — The Public Accounts Committee may desire 
. to investigate this defective estimating. 

28. Page 62^Note M.-2; Page 71 — Note A. -10; Page 74 — Note D.- 
10 and F.-3; Page 87 — Head H.-7; Page 94 — Note D.-l and Page 97 — Note 
P-.3. — In these cases provision of funds was made' imder heads other than 

. those to Avhich the amounts are properly debitable. The Public Accounts 
Committee may suggest to the local Government that funds should ahvays 
be asked for to meet particular expenditure under Avhich such expenditure 
will finally be recorded in the accounts. 

29. Page 62— Note M.-7. — The Public Accounts Committee may like 
to know the decision of the local Government. 

30. Page 63 Note Q.-i-^-It is not clear Avhy such a big^refund could 
, not be anticipated at. the time of framing the budget. It is suggested that, 

even though there may be some uncertainty as to the exact head under which 
such a transaction Avill eventually appear in the accounts, provision should 
be made somewhere in the Budget. ' ' , 

_ 31. Page 70 — (a) Note A. - 8 . — The Public Accounts Committee may 
wish to consider AAdiether further details of appropriation and of expendi- 
ture should not be given under this minor head under which the provision 
IS over 45 laldis. 

. ' (b) Note A. -10. —The original appropriation for expenditure under 
this head— bub-divisional Establishment— was 6-65, the expenditure AAms 
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or 20 nor cent,, in excess. The Public Accounts Committee may >vish 
tc n.sccrtain why it was not jiossible to frame a more accurate estimate under 

this head. , , i r 

32 Page 7i3 Note B.-2. — 'J'hc figures on page OG show tiiat tlie aciai- 

tional re-apj)ro]5riatiori was not required. 


33. Pr/flf.s' 7J, mul 75—7,1 CAcil TFo/7.w.— TJic figures .seem to indicate 
that a niucli more cli-a.stic cut for probable savings would have led to closer 
estimating. 

34,. h^dfje 70 — Nofc K.-2. — Tlie Public Accounts Committee may desire 
to ascertain how the need for this refund and for this adjustment arose, 

35. P(ujos 70 and 8(i — J,1 (Aril Worhri — 'I'he total sum voted hy the 
legislature was 1,53,85 even after deducting 17,05 for probable saving.s. 
The actual exjienditurc was 1,35, .51). The remark ofl'crcd against 41 — Civil 
Works on pages 74 and 45 {ride paragraph 33 of this letter) applies here 
also but with even more force. 

3G. PcKjes SO and S7—S. S-A . and 52-A .—J'oirsfa. etc . — Thc'rc aiipears 
to be scope foi- consider, -ible iinjirovement in budgeting under these head.s. 

37. Pn(jer 87, and 85 — Antcr P . and h'.-2. — 'Phere apjiears to be scope 
for considerable improvomciiL in budgeting niulcr ‘Supplie.s and Services’ 
in the Agricultural ileparlment. 'I’he same comment applies in the case 
of the .Aledical Department also ridr note K.-2 on page 95 and Note Q,-9 
on jiagc 121. 

38. Paar 80 — Anti O .-2 and paav 07 — Note F.-7 . — I am not sure what 
the Accountant Ceiieral moan by the last sentence of these iiotc.s. If he 
means that stores were received but not paid for during the year, a serious 
financi.al irregularity has been committed which requires investigation. 

39. Pa(jc 88 — Note L.-3. — 'Fhe Public Accounts Committee may like 
to enquire whether the refund c-ould not have been .anticipated at the time 
of fr.iming tlie budget and if not why the funds for it could not be provided 
for hy re-appropriation. 

40. Pape 72 — .1,1 Ciril Il'or/.w. — 'I'he total sum voted by the Lcgis?laturc 
was 18,50 after deducting 2.22 for probable, savings, '.riic actual expendi- 
ture was 41,18. 'I’he remarks made in panigraphs 33 and 35 of this letter 
ai)j)l)es here also. 

41. Pa<je 110 — Note. and ehcv'hvrc. — Af)parcntly nuich of the 

expcndiliu'c on “B.ackw.ard 'I’racts” wn.s budgeted for under Tran.sfcrrcd 
head.s whereas it was all eventually recorded in the accounts under Pcservod 
heads. I'linds .should always be a.skcd for to meet particular expenditure 
uiuler the head under which that expenditure will be booked in tlic accounts 
ride paragraph 28 of thi.s letter. 

42. Poac 121 — Note P.-J.—TIk' Public Accounts Committee may like 
to inyc.stigatc whether more rclial)le estimating is not possible for expendi- 
ture in Pngland. In thi.s connection reference is also invited to — 


Pago SC) 
Page 00 
Page 97 
Page lie 
Page US 
Pago 120 
Page 121 
Page 122 


Note I'.-ri. 

Isoto E.-7. 

Noto F.-7. 

Note A.-C). 

Note K.-I3. 

Koto N.-9. 

Notes P.-IO and Q.-G 
Note S.-l. 


43. Pa (JO, 120 and 127. — 'I’he saving on the original grant is over 14 
pel cent. In this connection attention i.s invited to my comment in pai'a- 
gra])h 5 of tlias letter. ’ ^ 

l-l'c Public Accounts Committee is al.so invited to para- 

Sjo), e ^ ’t Auditoi-’s rqjort on the accounts of the High Com- 
missioner for India for 1925-2G. • 

-'A— Attention of the local Government is 
invited to tlie remarks made by the Accountant General in this paragraph. 



Enclosure X {&). 

Letter from Sir Frederic Gauntlett, K.B.E., C.I.E., I.C.S., Auditor 
■General in India, to the Secretary to the Government of Burma, 
Finance and Revenue Department, No. T.-374-Admn./77-27, dated 
THE 13th June 1927. 

Subject: — A'p'propriation Rejjort ion the accounts of Burma for the 7/ear 

1925 - 26 . 


In continuation of my letter No. 690-Aclmn./77-27, dated the 21st May 
1927, forwarding the Appropriation Report on the accounts of Burma for 
the year 1925-26, I have the honour to forward herewith an extract of para- 
graph 5 from the report of the Auditor of Indian Home Accounts upon the 
accounts of the High Commissioner for 1925-26 relating to central transac- 
tions. The case mentioned therein relating to cement is a transaction of 
the Government of Burma and the attention of the Public Accounts Com- 
mittee i.s invited to this. 


Enclosure XI (a). 

Letter from Sir Frederic G.auntlett, K;B.E., C.I.E., I.C.S., Auditor 

General in India, to the Secretary to the Government of Bihar 

AND Orissa, Finance Department, No. 418 -Admn./Kw. 78-27, dated 

the 1st April' 1927. 

Subject: — A'p/^ro'priation refort on the accounts of the Gorcrnment l?/ 
Bihar and Orissa for the year 1925 - 26 . 

With reference to Rule 15 (a) of Auditor General’s Rules framed under 
Section 96D (1) of the Government of India Act, I have the honour to trans- 
mit herewith two copies of the Appropriation Report on the accounts of the 
Government of Bihar and Orissa for the year 1925-26, prepared by the Ac- 
countant General, Bihar and Orissa, for submission to the Public Accounts 
Committee and necessary action by the Government of Bihar and Orissa. * 
I also transmit hereivith two copies of the appendix to the report for action 
by the Government of Bihar and Orissa. This appendix does not concern 
the Public Accounts Committee. 

2. Copies of the accounts of receipts and disbursements of the Secre- 
tary of State and the High Commissioner for India on account of the Gov- 
ernment of Bihar and Orissa for 1925-26, together with the Home Audi- 
tor’s reports thereon will be transmitted to the Local Government when 
copies thereof are received. 

3. In this letter attention of the Public Accounts Committee is drawn 
to certain important points. It is not my desire that their scrutiny of the 
Report should be confined to those points only to which I invite their special 
attention. 

4. T offer the following comments on the Appropriation Report. ■ 

5. Paragraph IS. — The Government of India have since held that 
cases arising in a ‘backward tract,’ in which the provisions of Section 72 D 
of the Government of India Act do not apply, do not come under the cogni- 
zance of the Public Accounts Committee or the Legislative Council, as the 
functions of these bodies are regulated by the rules framed under that Sec- 
tion of the Act. 

6. Paragraph 16 . — In this connection a reference is invited to para- 
graph 4 of my letter No. 304-Admn./Kw. 50-26. dated the 22nd March 1926. 
forwarding the Appropriation Report for the year 1924-25, in which I era'- 
phnsised the desirability, from the point of view of efficient administra- 
tion, of -issuing the book of financial powers at an early date. 
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7. Paracjraflis 21 and 28. — It has since been recognised by the Gov- 
ernment of India that once a demand has been voted by a Legislative Coun- 
cil there is no provision either in the Government of India Act or in rules 
made thereunder which permits the grant being reduced on the motion either 
of the Government or of a non-offioial Member. On the other hand a Local 
Government is entitled to sanction supplementary funds for any non-yoted 
service and such sanction is full}’’ justified if Government is assured that 
there will be a saving under a specified voted grant. It is also entitled to 
issue execution orders to the authority controlling any specified voted grant 
to restrict the expenditure within a specified figure. Thus it will be seen 
that the Finance Department is not competent to sanction a formal re-ap- 
propriation .from a voted to a nomvoted service as the reduction by any 
authority of a grant voted by the Council is unconstitutional as stated 
above. 

8. P'araara'plt 25 . — The excesses of actual expenditure over the final 
jjrant, viz., Rs. 1,583 under ‘Grant No. 8 — Administration of Justice’ and 
Rs. 24,318, under ‘Grant No. 18 — Industries’ require the vote of the 
Council. 


9. Paraqraj)]}. 34. — The Public Accounts Committee will doubtless in- 
vestigate the reason for the excess over the amount provided for the detailed 
liead in question. 

10. Paragraph 1,7. — In this connection attention is also invited to the 
explanations given by the Accountant General of the following items : — 


(1) Page CO Grant No. 1 

(2) ,, 73 ,, ,, 9 . 

(3) „ S3 „ „ 14 . 

(4) „ 85 „ „ 15 . 

(5) Pages 141-142 General Administration 


. A to) 

. A to) 

. D and P, N. 
. E. 

. K. 


It seems desirable to take further steps to bring home to controlling officers 
their responsibility for the control of expenditure from their grant. In 
this connection, correct classification of charges upon the bills in which 
money is claimed is of vital importance, as without it satisfactory control is 
impossible. 

11. Paragraph 51 . — This account has been unnecessarily complicated 
by the balancing entries (/), (g) and {m). These unnecessary accounts 
adpistments have also obscured the re.snlts in . many other places, 
e.g.. paragraphs 23 and 24 on page 9, Form A on page 125, and ap- 
propriation accounts on pages 169 and 183. The unnecessary entries in 
question have been omitted from accounts Nos. 10 and 11 of the Finance and 
Revenue Accounts for 1925-26. I am instructing the Accountant General 
to explain to the Public Accounts Committee the exact nature of the account 
adjustments represented by these entries. 

12. Paragraph, 77 . — I regret that the report of the last Public Accounts 
Committee is not vet available as this seems to indic.ate a lack of apprecia- 
tion on the part of the Public Accounts Committee of the importance of the 
work it is called upon to perform and also because it is desirable that the 
Accountant General should know what action the Local Government has 
taken on the report of the Public Accounts Committee on the Appropriation 
Accounts of one year before he has to prepare the Appropriation Accounts 
of the next year. 

13. Page 71 — Grant No. 8 . — The explanation of the excess under sub- 
head D suggests the desirability of bringing prominently to the notice of 
controlling officers the fact that no satisfactory control over expenditure is 
possible unless a careful watch is kept over commitments and liabilities 

14. Page 74 — Gxant No. 10. — This account is an example of what can 
be effected by an adequate control of expenditure in a lara-e Department. 

16. Page 84 — Grant No. 15 — Medical . — (a) B. Bo.'^pital.^ and Dispen- 
aarie !^. — In view of the large ultimate savings, the supplementary grant 
would appear to have been unnecessarily demanded, unless expenditure on 
a ‘new service’ -was involved. 
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(b) D. Medical colleges and schools.— M. ot& than 50 per cent, of the net 
sayings relates to ‘contingencies — non-contract’ . The Public Accounts Com- 
mittee may like to investigate whether the budgeting was not defective. 

16. Page 85 — Explanation E. — No other 'controlling officer seems to 
have submitted such an excuse. I suggest that the Public Accounts Com- 
mittee ascertain ^whether, and if so how, his position as Controlling Officer 
differs from that of other Controlling officers. 

17. Page 103. — The explanation under Gaya Jail Press would appear 
to point to defective budgeting. 

18. Page 141 — Explanation K. — The local Government may desire to 
investigate whether the control was effective. 

19. Page 146 — 26 Police — A . Superintendence. — As the expenditure 
exceeded the budget estimate bj'- nearly 50 per cent, it appears that the 
latter was defective. 

20. Pages 176 — 183 — Annexvre D. — Omitting the accounts adjustment 
of 6,81,37 (vide explanation A on page 168) the grand total of grants for 
expenditure was 6,32,84 while the expenditure was 6,12,63. Thus the per- 
centage of saving on the grant is 31. The result would have been substan- 
tially better but for the following heads in which the budgeting seems to 
have been excessive as there were savings to the extent of nearly 11 per cent. 



Grant. 

Expenditure. 

6. Land Eovcnuc — Reserved 

. 22,53 

20,63 

32. Medical — Transferred .... 

. 29, G6 

27,28 

33. Public Health — Transferred 

. 14,83 

12,18 

34. Agriculture — Transferred 

. 12, C9 

11,36 

46. Stationery Reserved and Printing . 

. 10,31 

8,80 

Total 

. 90,02 

80,31 


21. From the table below it would appear that additions were made 
to certain grants by supplementary grants obtained from the Council in 
August 1925 with the result that the savings under the final grants not only 
exceeded such additions but the actual expenditure against the respective 
grants was far less than the original grants. This seems to indicate that 
these supplementary grants were unnecessary, unless they were obtained for 
‘new services’. I therefore suggest for the consideration of the Local Gov- 
ernment whether there should not be a principle that no supplementary 
grants should be obtained from the Council in August except for new ser- 
vices. 


Grants. 

1 

1 

! 

Supplementary 
grant obtained 
in August 1025. 

i 

Savings of actual 
expenditure over 
original gront. 

Savings of actual 
expenditure over 
final grant (ori- 
ginal and sup- 
plementary). 

Grant No. 15 — .S2-Medicnl (Tronsterred) 

74,020 

i 

—1,63,688 

—2,37,008 

Grant No. 17 — ^Agriculture (Transferred) 

31,270 1 

—96,697 

—1,27,967 

Grant No. 21 — 41-Civil Works (Transferred! 

32,837 

—3,55,643 

—3,88,440 

Grant No. 28 — Expenditure in England under the 
control of the High Commissioner for India. 

1,012 1 

—60,114 

, 

—70,726 


22. From the notes under appropriation accounts it appears that sav- 
ings frequently occur under the head “Pay of Establishment.’’ In para- 
graph 13 of their report on the accounts of 1924-25, the Central Public 
Accounts Committee has called special attention to the tendency to over esti- 
mate the provision made for establishments. The budget estimates should 
be as close as possible) and the Public Accounts Committee may desire to 
suggest that lump cuts should be made under the head “Pay of Establish- 
ments” when the demand under such a head is large, say, exceeds one lakh. 
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Enclosure XI (&). 

From Sir Frederic Gatjntlett, K.B.E., C.I.E., I.C.S., Auditor General 
IN India, to the Secretary to the Government of Bihar and Orissa, 
Finance Department, No. 720-Admn. /78-27, dated the 23rd May 
1927. 

Subject: — Report of the Auditor {India) Home Accounts on the accounts 
of the Secretary of State and the High Commissioner for India for 
the year 1925-26. 

In continuation of my letter No. 418-Admn./K. W. 78-27, dated the 
1st April 1927, forwarding Appropriation Report on the accounts of the 
Government of Bihar and Orissa for the year 1925-26, I have the honour 
to transmit herewith two copies of the accounts of the receipts and dis- 
bursements of the Secretary of State and the High Commissioner for India 
on account of the Government of Bihar and Orissa for the year 1925-26, 
together with two copies of the appropriation accounts, and the reports 
thereon prepared by the Auditor (India) Home Accounts for submission 
to the Public Accounts Committee, and necessary action by the local Gov- 
ernment Attention of the local Government is invited to paragraph 3 of 
the Auditor’s report on the accounts of the High Commissioner for India. 


Enclosure XII. 

From Sir Frederic Gauntlett, K.B.E., C.I.E., I.C.S., Auditor General 
in India, to the Secretary to the Government of Central Pro- 
vinces, Finance Department, No. 932-Admn./79-27, dated the 4th 
July 1927. ’ i 

Subject: — A^idit and Appropriation Accounts of the Government of 
Central Provinces for the year 1925-26. 

With reference to Rule 15 {a) of the Auditor General’s rules framed 
under Section 96 D (i) of the Government of India Act, I have the honour 
to transmit hereivith two copies of the Audit and Appropriation Accounts 
of the Government of Central Provinces for the year 1925-26, prepared by 
the Accountant General, Central Provinces, for submission to the Public 
Accounts Committee and necessary action by the Government of Central 
Provinces. 

2. Two copies of the accounts of the receipts and disbursements of the 
Secretary of State and the High Commissioner for India on account of 
the Government of Central Provinces for the year 1925-26, together with 
two copies of the Appropriation Accounts, and the reports thereon prepared 
by the Auditor of Indian Home Accounts, are also forwarded herewith. 

3. I offer the following comments on the Audit and Appropriation 

Accounts : — ' 

4. 'Prefatory Remarks' — Paragraph 2. — The statement in the last 
sentence is baaed on paragraph 8 of my Report on the Enquiry into the 
possibility of assimilating Indian Appropriation Reports to the correspond- 
ing Bi'itish Reports. It has since been decided that the present Audit 
Report, to be called hereafter the “ Executive Report ”, should be made 
for file Executive Government only, while the Appropriation Report, to be 
called hereafter the ” Appropriation accounts and the report of the 
Accountant General thereon.” .should be made a report for the local Gov- 
ernment as well as for the Committee on Public Accounts- and the latter 
alone should constitute the ‘‘ Audit and Appropriation Reports ” referred 
to in rule 15 (a) of the Auditor General’s Rules and the ” Audit and 
Appropriation Accounts ” mentioned in rule 33 of the Pi'ovincial T.egis- 
lat.ive Rules. 
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5. Paragraph 2 of the report.— In this connection attention is invited 
to the remarks made by the Accountant General in paragraph 102 of the 
report. 

6. Paragraph 6. — The local Government will doubtless take steps to 

ensure that the Controlling officers comply strictly with the requirements of 
the rules framed by it for the control over expenditure. Eeconciliation of 
the figures booked by the Controlling officers with those brought to account 
by the Accountant General at regular intervals is an essential feature of 
the scheme and the local Government may deem it desirable to issue special 
instructions bringing this fact prominently to the notice of the Controlling 
officers. I 

7. Paragraph 7 — Item 8 of the statement. — In ^ome cases {a.g., Expen- 
diture in England-Reserved and Transferred, Refunds of Revenue— Reserv- 
ed and Transferred) the grants already sanctioned by the Legislature 
have been reduced by the vote of the Council. It has since been recognised 
by the Government of India that once a demand has been voted by a Legis- 
lative Council there is no provision either in the Government of India, Act 
or in rules made thereunder which permits of the grant being reduced on 
the motion either of the Government or of a non-official member. Such 
reductions of grants are therefore ultra oires of the statutory rules. 

It also appears from paragraph 15 that reappropriations have been 
made by the Einance Department from voted grants to non-voted heads. 
For the reasons given above such modifications by any authority of grants 
voted by the Council are also unconstitutional. The local Government is 
however entitled to issue executive orders to the authority controlling any 
specified grant to restrict the expenditure within a specified figure. On the 
other hand it is also entitled to sanction supplementary funds for any non- 
voted service against earmarked savings under specified voted grants. 
When therefore a definite lapse is anticipated in the provision made 
under a voted grant the proper course is to take the surrendered amount 
into a reserve within the grant at the disposal of the local Government and 
tp obtain the requisite sanction for any additional allotment required to 
meet excess expenditure elsewhere, one argument in support of this request 
for additional allotment being that money is available in the reserve. 

8. Paragraph 7. — While the total savings over the voted grants taken 
together show better results than those obtained in some of the other pro- 
vinces, the large percentage of savings to the extent of 8'5 per cent, over 
the total non-voted appropriations seems to require investigation. This is 
much larger than the percentage which is regarded as a reasonable saving 
on a close estimate. I may remark that in England the Committee and 
Accountant General in commenting on the Civil Services appropriation 
accounts for 1925-26 pointed out that the savings were 1‘5 per cent. 

Taking the accounts of individual grants it appears that there is con-' 
siderable scope for improvement in the method of budgeting. Attention 
‘is specially invited in this connection to the accounts of the following grants 
where the percentages of savings are very high— 

Percentage. 


Grant No. 2 

. - 

•• 

• • 

8 

per cent. 

Grant No. 3 




16 

1 

5 ? 

Grant No. 5 

» - 



13 


Grant No. 10 




8 

a 

Grant No. 19 

- 



28 

if 

Grant No. 31 

. • 



31 

a 

Grant No. 32 

. . 



14 

a 


The most common defect seems to be the under-estimating of savings under 
estaldishment. Instances of defective budgeting or over-estimating brought 
to light in the appropriation accounts will be found in— 

ifl) Page 76— heads (4) to (11). 

(&j Page 77— heads (14), (15), (21) and (22). 

(c) Page 80 — note on “ Survey and Settlement-General.’-, 
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(d) Page 81 — note on head (57). • 

(e) Page 84r-^note on head (12). . ' ■ ■ 

(/) Page 87 — note on heads (2) and (6).. ■ ' ' 

{g) Page 89 — ^note on head (3). 

(h) Page 93 — ^notes on. heads (1), (2), (11) and (12). 

(i) Page 97 — note on head (18). 

(j) Page 107— notes on -heads (18), (28), (29), (30), (31), (35) and 

(36). ■ - ■ 


(Ic) Page 108 — notes on' heads (47), (51),' (55), (65), (71) and (72). 

(Z) Page 115— notes on heads (31), (34), (37), '(38), (40), (41), (44) 
and (45). 

(m) Page 116 — notes on heads (56) and (57). 

(n) Page 120 — ^notes on heads (12), (23) and (43). 

(o) Page 126 — notes on heads (24), (30), (33) and (52). 

(2?) Page 138 — note on head (71). , 

{q) Page 143 — notes on heads (3), (11) and (19). 

(?■) Page 144 — note on heald (20). • 

(a) 'Page 149 — notes on heads (24), (28) and (30). 

(Z) Page 156 — note on head (13) ‘ 

(u) Page 157 — note on head (18): 

(o) Page 158 — note on head (100). 

(w) Page 164 — ^nqtes on heads (11), (14), (16) to (18) and (24). 

(a) Page 164 — ^notes on heads (19) and (23). 
iy) Page 182 — note on head (19). 


In several cases mentioned above the over-estimating seems to have been 
persistent vide notes referred to in items (c) to (c)j {g), {h), (j) to (^a) and 
(y) and it is also noticed that most of these cases relktes to ‘ pay ’ heads, 
specially the ‘ pay of establishment \ ' 

As poiilted out in paragraph 19 of the report the minus provision for 
‘ probable savings ’ on account of pay of permanent establishment has in 
many cases proved too Ion*, Avhile it appears from the appropriation accounts 
that in most cases the provision for pay of temporary 'establisliment has 
proved considerably higher than was ultimately found necessary. The 
method of budgeting under these heads seems to require careful consider- 
ation. 


9. Paragraph 9 . — The special attention of the Public Accounts Com- 

mittee is called to the excess brought to notice in this paragraph which has 
to be reported to the Legislative Council. ' • 

10. Paragraph 15 — Re-appropriation from voted grants to non-voted 
heads are unconstitutional as explained in i^aragraph 7 of this letter. 

11. Paragraph 16 — The attention of the Public Accounts Committee 
is invited to the excesses over grants and appropriations. The excesses over 
voted grants and the expenditure oh a new service not contemplated in the 
budget require the vote of the Council. 

12. Paragraph 19. — I endorse the view expressed by the Accountant 

General. ' ; ' ' • 

13. Paragrapth 28 — The 'attention' cf the Public Accounts Committee is 
invited to this paragraph. The Committee, may perhaps like to consider 
why the disbursement of grants-in-aid should hot be more evenly distributed 
throughout the months of the year. 

14. Paragraph 30. — The common defect of overestimating for establish- 

ment is very apparent in the Public Works Department. In the Buildings ■ 
and Roads branch the savings amounted to 10 per cent', and in the Irrigation 
branch to 7| per cent. . ' ■ ‘ 
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15. Paragra'ph 81. — This case involved misappropriations on no less 
than 33 occasions spread over a period of seven years. This could not have 
been 2DOssible but for continued laxity of sujDervision and neglect of rules by 
successive Treasury officers. There has been an increasing tendency all 
over India towards irregularities and embezzlements in regard to stamps. 
•T fear that Treasury officers generally do not sufficiently realise their res- 
ponsibilities in this important matter of supervision over the stoclvs and 
accounts of stamps, and the issue of a special circular seems necessary to 
emphasise the fact that stamps are practically equivalent to cash and that 
disregard for their safety will entail severe discijalinary action. 

16. Paragra’ph 83. — 1 endorse the view expressed in the last sub-para- 
• graph. 

17 ' Paragraph 86. — I endorse, the view expressed by the Accountant 
[General. 

18. Paragraph 93. — In forwarding the Executive Report to the local 
Government I made the following comment on this case : — 

“Without commenting upon the adequacy of the disciplinary action 
taken in the particular case, I would quote the following re- 
mark made by the Central Public Accounts Committee in 
paragraph 67 of its reprt on the Central Government’s accounts 
for 1924-25, which I heartily endorse — 

‘The fact that a sum lost is comjrletely recovered does not neces- 
sarily imply that no additional punishment is required.’” 

19. Paragraph 94 . — In forwarding the executive Report to the local 
Government I made the following comment on this case ; — 

"This is a case in which certificates of count in yearly returns were 
signed as a matter of course without actual verification. Audit 
has to depend to a large extent upon certificates supplied by 
executive officers, and it is therefore of great importance that 
such certificates should be based upon proved facts and should 
not be treated as a matter of mere routine”. 

20. Paragraph 96. — I endorse fully the view expressed by the Account- 
ant General in this paragrajfii and invite the special attention of the Pub- 
lic Accounts Committee to this. 

21. Paragraph 97 — The figures given in this paragraph indicate that 
the improvement is being maintained and this is satisfactory. 

22. Paragraphs 103 to 111. — I desire to emphasise the importance of 
linking up the work of one Public Accounts Committee with that of its pre- 
decessors. If the personnel remained substantially the same, there would 
be’ obvious advantages in the Public Accounts Committee undertaking this 
duty before proceeding to consider the report of the year under considera- 
tion. But if the personnel is almost entirely changed there may be advant- 
ages in undertaking this duty after it has considered that report. 

The cases still outstanding are — 

Audit Report for 1923-24 paragraphs 56, 66, 69 and 84. 

Audit Report for 1924-25. — Paragraphs 10, 82 and 83. 

Appropriation Report lor 1924-25 — stamps {vide paragraph 109 of 
, the present report). 

23. Page 76 — heads {4) to {11). — The provision under these heads seems 
to have been considerably overestimated and the Public Accounts Committee 
may desire to investigate whether the explanations given on page 80 for these 
heads justify the large savings. 

24. Page 77 — heads {14) o^nd {15). — The Public Accounts Committee 
may like to enquire whether the reasons given on page 80 for the savings 
.under these heads and under the heading “Other surveys” could not have 
.been anticipated at the time of framing the budget. 

25. Page 77 — head {21).' — The Public Accounts Committee may like to 
enquire into the reasons for the large excess expenditure under this head. 

26. Page 77 — head {22). — The explanation of the saving under this head 
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giveii on iDage 80 is not quite clear. The fact that in some cases Dbputy 
Commissioner conducted the settlement work in addition to their own duties 
may affect expenditure under the heads relating to “Pay and allowances’.’ 
but not that under “Contingencies” which must be incurred by them as for 
survey operations. 

Secondly the exjilanation that a portion of the saving was due to certain 
tour charges being met from Grant No. 7 implies that provision for some 
tour charges relating to “other surveys” was originally made under the head 
“(22) Countersigned Contingencies”. Tour charges are debitable to the 
bead “Travelling Allowance” and the provision' should have been made 
ilccordingly. 

The Public Accounts Committee may like to enquire into the validity 
of the explanation given for the savings under this head. 

27. Page 80 — note “Survey and settlement" . — The special attention of 
the Public Accounts Committee is invited to the remarks of the Accountant 
General under this head. The Committee may like to investigate whether 
the method of budgeting is not defective 

28. Page 81 — note on head (57). — The Public Accounts Committee may 
like to enquire whether the saving under this head is not due to defective 
budgeting. 

29. Page 83 — head (12). — The special attention of the Public Accounts 
“Committee is invited to the Auditor General’s remai-ks on the large savings 
against this head on page 84. 

The provision for “Probable savings” under head (19) also jiroved quite 
inadequate. 

30. Page 87 — note on ‘heads (2) and (6)’. — In view of the remarks made 
by the Accountant General the Public Accounts Committee may like to in- 
vestigate whether the explanation furnished by the Controlling officer justifies 
the excess provision. 

31. Page 87 — note on 'heads (.9), (i), (7) and (5)’. — The Public Accounts 
Committee may wish to ascertain whether a scheme has yet been devised 

■whereby the sujmrintendent can exercise closer financi.al control. 

32. Page 88 — note on heads (1) and (2), 

Page 120 — note on head (15), 

Page 138 — note on heads (SJ,) and (85), 

' Page 139 — notes on heads (103) to (105), 

Page 157 — note on head (48), 

Page 167 — note on heads (24) and (25), 

Page 168 — note on heads (S3) to (36). 

It is presumed that in future provision will be made in the estimates under 
the head under which the expenditure will eventually be recorded in the 
accounts. 

33. Page 89 — note on head (3). — Attention of the Public Accounts Com- 
mittee is invited to the Accountant General’s remarks on the ultimate sav- 

' ings under this head. 

34. Page 90 — ‘Note’. — The Public Accounts Committee may wish to 
consider whether the mill should not at least be debited with the actual cost 
of conveyance of rough timber to the mill. 

35. Page 94 — heads (5) and (14), 

Page 95 — heads (21) and (27) 

In view of the large savings under tlie grant, these reserves appear to liave 
been unnecessary. 

36. Page 107 — note on ‘head (10).’ — With reference to the last two lines 
of file remarks relating to this head the attention of the Public Accounts 
.Committee is invited -to the provision in paragraph 7 of the Treasury Orders 

I that “Departmental receipts shall not be appropriated to meet departmental 
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expenditure^ except with the sanction of the Governor General in Council”. 
TJiis is a fundamental rule of extreme importance. 

37. Page 107 — note on head {15). — The excess expenditure under this 
head requires to be brought to the notice of the Council. 

38. Page 107 — note on head {28). — 'These comments of Accountant 
General ought to be very valuable as indicating the heads under which budget- 
ing can be improved. 

39. Pages. 107 and 108. — It seems that there is considerable scope^ for ' 
improvement in the method of budgeting under individual sub-heads as, 
will appear from the Accountant General’s remarks against Heads (18), 
(28), (29), (30),' (31), (35), (36), (47), (51), (55), (65), (71) and 72. 

40. Page 115 — note on head {28). — The additional appropriation of 
Hs. 18,700 in March’ 1926' indicates lack of knowledge 'regarding the progress 
of expenditure and the Public Accounts Committee might desire to investi- 
gate the matter. 

4tl. Page 115 — note on head {SI). — The net additional appropriations 
obtained on four occasions, specially those obtained in December 1926 and 
January, 1926, give the impression that the control .over expenditure under 
this head %yas not adequate. 

42. Page 120 — note “<?era(3?’aZ” .—Analysis shows that the savings under 
pay of officers and establishments are greater than the savings under con- 
tingencies which alone are affected by the explanation given by tlie Inspector 
General. I therefore endorse the Accountant General’s remarks in the 
last sentence. 

43. Page 149 — notes on heads {23) and {31). — The statement that tlie 
excess expenditure of Rs. 19,551 under the head (23) was covered by re-appro- . 
priation from the head (31) is not clear as the saving under the latter head 
yvas only Rs. 11,657. 

44. Pages 170 and 171. — The main cause of the excess under this grant 
seems to be the serious under-estimating in the Revised under Repairs vide > 
note on Head (21). Considerable savings on works in progress have been' 
so universal and noticeable a feature of these reports throughout India for'; 
many years past that the Public Accounts Committee may profitably enquire' 
what measures were adopted in the year under report which led to the non- 
realisation of the anticipated savings. 

45. Page 172 — note on head {5). — In this connection I invite a reference 

to the Government of India, Department of Industries and Labour circular 
letter No. Ac.-W.-27, dated the 21st February 1925, regarding the regrant 
of lapses. The introduction of a similar system of regrant of 

lajjses by the Government of Central Provinces would, it is expected, 
obviate the excesses of the nature mentioned in the latter portion of the 
note on Head (5). 

46. Page 172 — note on heads {10), {11) and {13). — The Public Accounts > 
Committee may like to investigate the circumstances in which the supple- 
mentary provisions for Rs. 60,000, Rs. 50,000, and Rs. 15,000 shown against 
items (c), {d), and {e) in the statement given on this page were later on 
diverted to meet tlie expenditure on objects other than those for which 
tliey were obtained. Although such re-approjiriations are technically 
iiitra vires of the rules now in force on the subject the Committee may like 
to consider whether on principle the utilisation of the whole of an additional 
grant for a iiurpose for which the grant was not voted by the Council is 
(desirable. 

I also endorse the view expressed by the Accountant General in the two 
(lines on the top -of jiage 173. 

47. Pages 173 and 174. — notes on heads {19) and, {21). — The Public 
Accounts Committee may like to enquire whether the control over expendi- 
ture under these heads is riot defective. 

48. Page 174 — note on head (25). — The Public Accounts Committee may- 

des'ire 'to investigate the reasons for the want of control over the expenditure' 
.under the head “Suspense’^. ■' . 


/ 
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49. Page 175 ~ 2 }aragfaph 2 of the note regavding the Profit^ and Loss 
Accounts of the Public Works Department Worldhop.-r-l endorse the view 
expressed by the Accountant General in the last sentence, 

50. Page 180— note on heads 0 («).— It is not dear why payment of 
certain commuted pensions was postponed when there were large savings 
both under this sub-head and under the grant. 

51. Page 197— note on heads (4) to (7).— The intention is that expendi- 
ture of a capital nature should be recorded in the first place in the capital 
and not in the revenue section of the accounts and the budget provision 
should be made accordingly. 

52. Page 209 — note 'General '. — There was an excess, and not a saving, 
of voted expenditure of about 4‘7 per cent. 

53. Paragraph J, of the report of the Auditor of Indian Home A cconnts 
tipon the accounts of the High Commissioner for India . — Attention of the 
Public Accounts Committee is invited to this paragraph. 


Endosurc Xlll(a). 

To THE Chief Sechetauy to the Government of Assam, Finance Depart- 
LiENT, No. 422-ADaiN./80-27, dated the 6th April 1927. 

Subject: — Audit and Aptpropriation Accounts of the Government of Assam 

for the year 1925-26. 

With reference to Rule 15(rt) of the Auditor General’s Rules framed 
under Section 96D.(1) of the Government of India Act, I have the honour to 
transmit herewith two copies of the Audit and Appropriation Accounts of 
t he Government of Assam for the year 1925-26 prepared by the Comptroller, 
'Assam, for submission to the Public Accounts Committee and for necessarv 
action by the Government of Assam. I also transmit herewith two copies 
of the Appendix to the Audit Report on the accounts of the Government of 
Assam for the year 1925-26, prepared by the Comptroller, Assam, with re- 
ference to Chapter VI of the Manual of Instructions for the preparation of 
Audit and Appropriation Reports, for necessary action by the local Govern- 
ment. Thi.s Appendix does not concern the Public Accounts Committee. 

2. Copies of the accounts of the receipts and disbursements of the Secre- 
tary of State and the High Commissioner for India on account of the Gov- 
ernment of Assam for 1925-26 together with the Home Auditor’s report 
thereon will be transmitted to the local Government when copies thereof are 
received. 

3. I offer the following comments on the Audit and Appropriation 
Accounts. 

4. Para. 2 . — To prevent any possible confusion the Audit Report will 
hereafter be called the “Executive Report’’. 

5. Para. 3 . — I endorse the remarks made by the Comptroller in this 
paragraph. 

6. Pai'a. 5 . — From paragraph 80 of the report, it appears that the local 
Government has accepted the decision of the Government of India that the 
Public Accounts Committee is competent to deal with receipts in so far as" 
matters relating to such receipts are mentioned in the Audit and Appro- 
priation Accounts. It has since been decided by the Government of India 
that the Public Accounts Committee is entitled to offer, in its report, criti- 
cisms and recommendations upon any matter discussed in the Audit and 
Appropriation Reports or in the Auditor General’s forwarding report, whe- 
ther such matter concerns the accounts of expenditure, voted dr non-voted, or 
those of receipts— Tjfrfe paragraph 4 of Government of .India Finance De- 
partment, letter No. D.-1944-A., dated the 11th August 1926. It is the 
duty of the Finance Department to take into consideration the comments of 
the Public Accounts Committee not on voted subjects ‘alone as stated in the 
present report but also on any other points. commented upon by that authority 
whether they relate to receipts or to non-voted expenditure. • 
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Cases arising in a ‘backward tract’, where the provision of Section 72D 
of tlie Government of India Act does not apply, do not, however, come within 
the purview of 'the Public Accounts Committee. 

_ — (^0 If has since been recognised by the Government’ df 

India that once a demand has been voted by a Legislative Council there' is no 
jirovision either in the Government of India Act or in Rules made thereunder 
whicL .permits of the grant being reduced on the motion either off the -Gov- 
ernment or of a non-official Member. On the other hand, a local Govern- 
ment is entitled to sanction supplementary funds for any non-voted Service 
and such sanction is fullj justified if Government is assured that there will 
be a saving under a specified voted grant. It is also entitled to issue execu- 
tive orders to the authority controlling any specified voted grant to restrict 
the expenditure within a specified figure. Thus, it will be seen that the 
Finance Department is not competent to sanction a formal re-appropriation 
from a voted to a non-voted service as the reduction of a grant voted by the 
Council is unconstitutional as stated above. 

(b) The Public Accounts Committee may like to consider whether re- 
appropriation of such small sums as in “5. Land Revenue”, ”22 General 
Administration”, “26 Police (other than Assam Rifles)”, ”34 Agriculture” 
and ”35 Industries” are necessar}' or desirable. 

8 Parn. 2'9‘(i ), — It appears that these elephants are sometimes hired to , 
outsiders. The desirability of increasing the hire charges to outsiders' needs 
consideration. 

9. Pnra. 29 (Hi) (b ). — The duty of checking distances is laid on the con- 
trolling officer and his failure to do so is regrettable. Audit has to depend 
upon the counter-signature of the controlling officer and if this is treated as 
a formality, one important check fails altogether. I hope that the pro- 
cedure to lie followed in the future will be drawn up expeditiously and that 
tlie need of exercising this check effectively will be brought home to other 
controlling officers. 

10. Para. 31 . — In order to indicate the improvement that can be achieved 
in this direction, I quote below the figures of a major province for the last 


five years ; — 

Vonr. 

1921-22 . 






Percentage. 

0-86 

1922-23 . 






1-08 

1923-24 . 

* 

. 


«■ 


0-57 

1924-25 . 

. 

• 


. 


0-92 

1925-26 . 






0-81 


11. Paragraphs 33 to 36 . — It is satisfactory to note that there has been 
a marked improvement in the percentage of objections to the total expenditure 
under Public Works Department. 

12. Paragraph 43 — Head “52, Extraordinary charges" in the table on 
page 23 . — In this connection, attention is invited to footnote (a) on page 
527 of the Finance and Revenue Accounts for 1925-26. It was decided by me 
that the charges were not such as should ordinarily be recorded under the 
head ”52. Extraordinary charges” but I acquiesced in such a record because 
the local Government had made provision in the budget under that head and 
because it was not thought necessary to raise a definite issue as the amount 
iiiAmlved was not considerable. 

13. Paragraph 59 . — The local Government may desire to investigate whe- 
tb.er the control exercised over the expenditure under these heads is effective 
and if not ivhat steps should be taken to establish it on a proper footing. 

14. Paragraphs 61 (i) and (ii ). — In forwarding the Executive Report for 
1925-26 to the local Government, I made the following remarks, on those 
cases which were mentioned in paragraphs 6 (a) and (b) thereof ; — 

“Paraaraphs 6 (a) and (b ). — Two cases of misappropriation by 
mauzadars have been recorded in paragraph 43 of my letter No. 564-Admn./ 
63-26, dated the 31st May 1926, to the Government of India, Finance De- 
partment, forwarding the Audit Reports for 1924-25 for transmission to th,e 
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Secretary of State, it was jDointecl out that several cases of defalcation com- 
mitted by raauzadars were noticed in the Audit Reports for 1919-20 to 
1922-23 and that it was desirable that the system should be improved. With 
regard to a similar defalcation noticed in paragraph 3(2) of the Audit Report 
for 1922-23, the Public Accounts Committee observed as follows: — 

‘The mauzadari system is undoubtedly the one best suited to local con- 
ditions in the Assam valley and the Government of Assam have no intention 
of abandoning it for any other. The cases of defalcation which have occur- 
red were due not to any failure of the system, but to the omission to enforce 
sttictly the standing orders regarding the taking of security and the suspension 
nf mauzadars who are in arrears. The orders have been revised and made 
more precise, and, if they are observed there should be no mor.e cases of defal- 
cation.’ 

The above observation is dated the 5th April 1924:. I, therefore, draw 
the special attention of the Government to the cases referred to in sub-para 
graph (6) which occurred in 1924-25.” 

15. Paragra-ph 67 . — Attention of the Public Accounts Committee is 
draw to the footnote (&) under tlie table given in' paragraph 22 of the report. 
It may like to enquire into the cause of the excess over the grant specifically 
reduced by the Council. 

16. Paragraph 71 . — In j^aragraph 18 of their report on the accounts 
of 1924-25, Volume I, the Central Public Accounts Committee said as 
follows : — 

“A considerable number of cases have been brought to light in the 
accounts for the year 1924-25 in which loss of the taxpayer’s 
money has resulted from the faulty or insufficient considered 
drafting of contracts entei’Od into on behalf of the Govei’nment. 
Examples will be found in paragraphs 60,61, 158, 202(fl) and 
' 205(a) of the Accountant General, Central Revenues’ report. 

Another case of rather a dilTerent character connected with a 
contract for tlie employment of a public servant will be found 
in paragraph 99 of tlie same report. The particular cases 
mentioned on pages 13 to 17 of the Audit report on the Army 
accounts and dealt with in paragraph 43 of tlie proceedings of 
the departmental committee on Army accounts (Appendix XVI) 
- are interesting as shelving the valuable results which may ensure 
from the examination of the accounts by the Audit Depart- 
ment and the Public Accounts Committee. The defects brought 
to light by these cases h.ave been remedied by the Army Depart- 
ment which has issued an Indian Army Order, given in an 
appendix to the report of the Army Accounts Committee just 
; mentioned, in which the mistakes due to faulty drafting of 

» contracts for hired transport brought out in the Audit Report 

have been specially brought to the notice of all concerned and 
directions have been given for the introduction of standard 
forms of contract and a standard procedure. The amount of 
Government money which may be risked owing to hasty or 
faulty procedure in giving out contracts and in making pay- 
ments upon them is very large and we consider that it is a 
matter of great importance that adequate arrangements should 
be made for securing that legal and financial advice is avail- 
able to and obtained by the officers responsible for giving out 
contracts before they are finally entered into Standard forms 
of contract should be adopted wherever possible and the r.ates 
mentioned in the contracts subjected to adequate prior scrutiny, 
i In this connection, w,e desire to reaffirm the view express- 
ed by the Committee of 1925 in paragraph 49 of their report 
and accepted by the Government of India in Finance Depart- 
, , ment Resolution of the 1st Juno 1920 paragraph 27. that the 

Finance Department should make rules to provide that any con- 
tracts containing any unusual conditions should not be entered 
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inlo without previous consultation with that Department, and 
that material variations in contracts once entered into should 
not be made without its sanction. ’Several cases have been 
brought to light in which executive officers have incurred con- 
siderable expenditure by varying contracts without consulta- 
tion with the financial authorities. We desire also to re-affirm 
the important principle that whenever practicable contracts 
should be placed only after tenders have been Openly invited. 

, It is no doubt necessai'y that discretion should be reserved to 

•the executive authorities on grounds which should be recorded 
in writing to dispense with tenders in special cases where it is 
clearly in the tax-payer’s interest to do so, but such cases should 
be comparatively infrequent, should be admitted only when 
there are very special reasons for making an exception to the 
general rule and should be subjected to close scrutiny both by 

' the executive and by audit”. 

The case I'eferred to in paragraph 10 of the I’eport under review is an 
excellent example of the dangers which arise when orders are issued for work 
to be started before proper estimates and contracts have been completed and 
Government will no doubt consider the desirability of issuing general instruc- 
tions on the subject At the same time, I would express the opinion that 
taking disciplinary action is of more deterrent value than the issue of instruc- 
tions and that, in view of the serious los.s which has I'esulted in this case, the 
disciplinary action which has, been taken, vtz., the issue of a warning, is 
inadequate. 

17, Paragraph 75. — In this connection, attention is invited to paragraph 
7(i) of my letter No. 527-Admn./71-24, dated the 29th March 1924, forward- 
ing the Appropriation Report wr the year 1922-23. No difficulty would 
have been felt by the Comptrollei- had the orders contained in the Govern- 
ment of India, Finance Department, letter No. 143 F,, dated the 16th Jan- 
'Uary 1924, been followed. 

’• 18. Paragraph TG.—ln forwarding the Executive Report to the local 

Government, I made the following comment on this case : — 

“The Infringement of Article 1 and Rule 1 under Article 4, Civil 
Account Code, Volume I, on the part of successive Deputy 
Commissioners and the connivance of the Treasury Officers in 
this irregularity is deploi-able. I trust the Government will 
issue an adequate warning to the Deputy Commissioners and 
Treasury Officers who were connected with this transaction 
, and are still in service.” 

19. Page 4G — Note A — N on-voted — As, the major part of the excess ex- 
penditure was foreseen at the time of the revised estimate, it is not clear why 
the excess to the amount anticipated was not provided by re-appropriation. 

20. Page 51 — C and D. — To obviate such an excess in future the 
demands for grants should include provision within the grants under which 
the expenditure will eventually be booked. 

21. Page 53. — Grant No. 7-C. — Civil Secretariat — N on-voted. — The 
supplementary provision of Rs. 1,780 seems to have been unnecessary. 

22. Page 54 — Note (a); Page 67 — Note C; Page 79 — Note A. -2; Page 

SY ]Vote C {d) and Page 91 — Note A . — Provision for certain expenditure 

should be made in the Demands for grants under the head under which that 
expenditure will b6 booked in the accounts. 

23 Pages 60 to 62 — Grant No. 10 — Police . — No provision was made in 
the budget for’ expenditure under the head ” I. — Works ” and the excess 
expenditure was met by re-api^ropriation sanctioned by the Finance Depart- 
ment An excess also occurred under the head ” C — ^District Executive 

Porce Voted ’ ’ ' (17) which was partly covered by re-appropriation, while 

on the other hand, there were -savings under other heads, a large saving 
having occuihed under the Head “ E. — Railway Police — Voted” (12). 
■ Apparently large re-appropriations "Were made between these heads with 
■ the result that a net exceas occiirred under the grant as a whole and this 
seems to indicate a lack of knowledge of the progress, of expenditure, or 
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